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‘community in which we all 
ve and work, our 

participation makes good 

< business sense. — 

We also believe it is the 
ht thing todo. — —— 





BMOutreach 


New businesses start rolling in The Philippines 


Pablo Ladesa is one of a hopeful new breed of 
Filipino businessmen. He's what might be called 

a “micro-entrepreneur. Previously an out-of-work 
fisherman in Navotas in Metro-Manila, he now 
proudly operates his own transportation business— 
a for-hire tricycle. 

As it says on the back of his tricycle, Pablo is a 
beneficiary of a unique organization called 
Philippine Business for Social Progress (PBSP). 
People like Pablo, considered unacceptable loan 
risks by most financial institutions, are loaned 
money based on personal character and the feasi- 
bility of their enterprise. Other PBSP programmes 
benefit landless agricultural workers 
and organize community volunteers, 

PBSP is unique because it isthe — 
only Filipino foundation to which par- 
ticipating private businesses annually 
donate a percentage of their profits. _ 


IBM Philippines has been a member of PBSP 
since its inception in 1970. To further encourage 
the organization’s work. IBM made an additional 
contribution this year of cash and equipment for a 
special PBSP-managed water supply project. 

Nota charity, PBSP is an organization that invests 
in the desire of most people to help themselves. 
PBSP trains community members how best 
to use their low-interest PBSP loans for income- 
producing projects. 

PBSP’s projects foster self-respect and help 
create self-reliant communities able to pass on 
what they have learned to neighbouring areas. As 
one PBSP publication puts it, “Poverty is not а 
destiny. It is an imbalance...and it can be cured” 
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Engineers by design 


Malaysia has ambitious 
plans for future growth. 
And that growth will 
require the talents of 
skilled, professional 
engineers. ІВМ, in a 
three-year partnership 
with Universiti Teknologi Malaysia, has initiated 
a programme to make engineers more productive 
through the use of 
CAD/CAM, Computer- 
Aided Design/Computer- 
Aided Manufacture. 

IBM provided the latest 
in CAD/CAM equipment 
and software plus an 
industry specialist to teach 
engineers how to use the 





system. When the training is completed, year- 
long projects can be cut to weeks, a month's 
work done in a day. Designs can be modified and 
tested without having to be built. 

As it happens, one of the first projects under- 
taken by the CAD/CAM centre will be to help 


design the university's new campus in Johore. 





Chinese drama stages a comeback 


Something was missing in the energetic 
Hong Kong theatre scene. The past several de- 
cades had seen an abundance of translated 
plays from the West, but not much Chinese 
literature had reached the stage. 

So when the Hong Kong Arts Centre 
decided to host a series called *A Theatre 
Season of Contemporary Chinese Literary Master- 
pieces; IBM Hong Kong was glad to become the 
event's sole sponsor. * 

In the five-week series, drama troupes performed 
plays adapted from some of the best Chinese w riting 
of the past 50 years. 

IBM is proud to be a supporter of the arts in other 
Asian countries as well—from the sponsorship of 
musicians’ chairs in the Manila Sy mphony Chamber 

Orchestra to 
concerts of 












traditional 
Korean 
music. 
















"The progress of this business is explained by secondary school classes to post-doctoral research, 


wo factors: research and education? IBM is sharing its experience and helping to 
-Thomas J. Watson Sr., founder of IBM. train the people who will become 
education resources for 
| IBM believes that one of its most valuable con- others. à 
ributions is to further the progress of research 
ind education. In partnerships (үү 
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A gold medal in 


organization 


The numbers 

were impressive: 
millions of TV 
viewers, hun- 

dreds of thousands 

of spectators, over 
4200 athletes from 27 
nations competing for 847 medals 
in 269 different events at 33 different venues. 

More than just statistics, these numbers tell the 
story of the immense task faced by the organizing 
committee for the Asian Games in Seoul. 

The job of providing up-to-the-minute infor- 
mation was entrusted to IBM. Using the latest 
developments in hardware and software, 

IBM Korea refined its computerized 

system to speed registration, result process- 

ing, ticketing, accommodations, training, 
transportation and all the other vital 
functions that made this year's Asian 
Games a success. 

We'll be there at the 1988 Olympics, 
too. So when you come to the Games, 

cn for our team. 
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Press standards 


Sundaram Sankaran's discussion of is- 
sues surrounding the new international 
information order [THE 5TH COLUMN, 
16 Oct.] is balanced and reasoned. He 
simply needs more space than you gave 
him to deal with all of the issues he 
raises. 

He does, however, raise a question 
that demands a response. He questions 
whether Asians, for instance, should 
apply Western. standards to Asian 
media — to do so shows “that the press 
in developing countries is not free. But 
the question is whether we should apply 
the absolute Western standards; with- 
out the attendant circumstances’ of 


| higher per capita incomes, level of liter- 


acy, and a long tradition." 

"1 would suggest that many Western 
nations, certainly Britain and the US, 
laid the groundwork for those "long 
traditions" before higher per capita in- 
comes and high literacy levels existed. 


Despite periods when a free press was 


threatened, enlightened leadership rec- 
ognised that the greater good for a so- 
ciety grew. out of free expression, not 


“guided” expression.” 


* The modern heresy lies among those 
leaders who claim the press must play a 


| positive role in economic and political 


development — then they determine 


what that role shall be and how it shall 


be judged. In fact, as Sankaran points 


. out, the press naturally plays a suppor- 


tive role in the West and has done so his- 
torically. The primary difference lies in 
the freedom of the press to report nega- 
tive, news when editors perceive the 
necessity of doing so. 

"A marvellous example of this con- 
temporary *heresy" appeared recently 
in Malaysia. In announcing the ban of 


4 The Asian Wall Street Journal, Deputy 
Prime Minister Ghafar Baba (I'm quot- 


ing from the Journals report) said: “If 


‘there аге reporters. who like to write 


things which can create trouble, invest- 
ors will run away. We want people who 
write things which are fair and good to 
contribute to stability.” What an absurd 
reason to infringe on press freedom, as 
though investors іп: Malaysia consider 
only data from a newspaper. Of course, 
if the newspaper or a magazine pin- 
points a problem of corruption or eco- 
nomics, and Malaysian authorities 


either cannot correct itor choose to ig- | 


nore it, investors quite properly will shy 
away. 

But they will do so because the gov- 
ernment refuses either to acknowledge 


| or correct a problem, not because the 


press reported it. Information is a 
necessity in commercial and gov- 
ernmental life and has been for decades. 
Tainted information is as bad as tainted 
food. And Malaysian authorities have 
tainted all information to come from 











that important nation through their ac 

tions. Who now, investor ог interested 
observer, can trust information from 
Malaysia? DUIS 
Xiamen, China 


Loan clarification 
In reference to your article The 5096. 
solution [2 Oct.], I hereby clarify and. 


Ted C. Smythe 


Kuala Lumpur 


Greeneland approval 

In his virulent review of my novel, Th 
Last. Man out of Saigon [9 Oct.] 
Richard West makes much of the gener 
ous endorsement given.to the book b 
journalist John Pilger. He omits to tell 
your readers, however, that the mai 
endorsement is provided by Graham 
Greene ‘who: cannot be so easily rub- 
bished; Still, why spoil a good story? 
Sunderland, England Chris Mullin 


Waterfront red tape — 

In reply to LETTER FROM. ХІМ 
(Review, 2 Oct.], efficiency and 

have not replaced anything иъХїпрап 
waterfront. Two years of personal 
perience and the related experi 

of people who have worked 

Close to 10: yeárs have indicat at 
inefficiency and red tape remain domin- 


- Communication between. the sole 
shipping agent, the port authority, cus 
toms and incoming vessels is poor and | 
consequently. port entry arrangements 
ate poorly coordinated. Once cargo i 
unloaded: fen cannot be found. De 
i puter in the main office of 
erminal, and radio com- 
th the dockers and con- 
containers are often 
may take days to finc 
hose container has been 
ot be notified of its.ar- 
» sometimes turns int 
Һе container has ап 
or take it away. The 
sally fined for these delays 
(be it a. Chinese unit or foreign com- 
pany). | , 
That is efficient compared to general 
cargo. Even if it can be discovered 
whether the vessel has actually come . 
alongside or not, the cargo may only be 
located if a letter of introduction, froi 
the Chinese unit concerned and with th 
appropriate chops on it, is given to the. 
man with the keys to the cabinet th 
hoids the forms stating at which wha 
the vessel docked and to | whi 
warehouse the cargo was 
That is if the man with th 


munications 
tainer han 















way on holiday. 
meeting. 
After the cargo is located there is the 
| problem of transportation along the 
“railway spurs and some of the best 
highways in the country . . .” The major 
problem is that the Chinese buvers of 
the cargo have often not prepared to get 
the cargo from the dockside to its final 
. destination: no thought given to per- 
mits, appropriate haulage vehicles, 
routing.or stopover points per the dif- 
fering province regulations. 
As for the Seamen's Club, the walk 









































Sobering as it is to actually arrive at the 
place; Clean —^yes, some improve- 
ments have been made: there is now an 
alternate Chinese restaurant. on the sec- 
ond floor. The rats and cockroaches do 


from the old restaurant still extant on 
the. ground floor. The Japanese bar is 
the place's only salvation and there are 
fears that it will deteriorate now‘that the 
Japanese management has left, as did 
the Bohai. Hotel.on the north side of 
town when its expatriate managers left. 
No improvement from the boors who 
claim to be taxi drivers at the Seamen's 
Club. 

n Angus McKinnon 


Nigel Holloway's report; Lee on the law 
REVIEW, 23 Oct] said "[Francis] 
“OW was suspended for a year in 1973 
arges of improper conduct." This 
otthe whole picture. Besides the sus- 
pension in 1973, he was reprimanded in 
1976 for false attestation; and sus- 
pended for six months in.1983 for a false 
| statutory declaration. ^ 
2 Holloway reported.that “Lee [Kuan 
Yew] said the government һай been 
nsidering tightening up the conduct of 
€. legal profession «after. Seow, а 
former solicitor-general, was elected in 
October 1985." This is incorrect. The 
prime minister did not know in October 
«1985 that Seow was elected to the Law 
Society Council. He read of it on 5 
_ January this year їп the newspapers re- 
porting Seow's speech before the chief 































ee. 
Holloway said “the g 
| that members of the Law Society Coun- 
, cil. had blemished. careers." It is not a 
“question of feeling: Tt is.a question of 
‚ fact, namely, that. of 15.elected mem- 
bers, three had: committed: misdeeds, 
Nhich rendered them suspect as resol- 
ite defenders of the integrity of the pro- 
sion. 
~ Holloway reported that “the govern: 
“ment was intent on preventing the Law 
Society from becoming _politicised.” 






























"sick or attending a 


not yet appear to have migrated there 


from the wharf to the club is not as | 











terests. 
In an earlier report [REVIEW, 31 
July], Holloway wrote that Seow be- 
lieved that the system of judicial ap- 
pointments was "a matter of great pub. 
lic interest." Again, in a following re- 
port [REVIEW, 11 Sept.], Holloway 
wrote that "although the commissioner 
has already published his report, the 
Law Society is still preparing its own 
suggestions on the Legal Service Com- 
mission." j^ xe 
Having written about this subject 
twice, surely Holloway should have re- 
ported the sequel, namely that Seow did 
not send the Law Society's memoran- 
dum to the minister for law, could not 
explain why he did not, and only pro- 
duced it to the select committee when 
pressed by the prime minister. 
. The proposal in the memorandum 


turned out to be incomplete. It pro~.. 
posed a separate Judicial Service. Com- 


mission. But it did not say who should 
be on the commission, nor what its re- 
lationship would be with. the present 
Legal Service Commission. Seow could 
not explain how this proposal would be 
an improvement on the present Legal 
Service Commission, which was set- 
tled by constitutional experts: of the 
British Government in 1958, before the 


People's Action Party took: office in 
1959. 


Singapore James Fu Chiao Sian 


Bank failures 


In your issue of 23 October you de- 
scribed my family as fraudulent, incom- 
petent and greedy. I share Philip Bow- 
ring's concern that millions of dollars of 
public money have been spent on bail- 
outs. and guarantees. I disagree with him 
about the causes. PUDSLO Үү 
My brothers and I believe: that the 
people of Hongkong are entitled to 
know what has gone wrong and why it 
has gone wrong. To establish. this I 
suggest that there should be a full public 
inquiry. conducted Бу a High Court 
Judge. The inquiry should:examine the 
backgrourid and circumstances leading 
to the unprecedented failures of seven 
banks in less than 12 months during 
1985-86. It should also specifically in- 


, vestigate and report why, how, to whom 


and on what basis the exchange fund 
was used. 
Kuala Lumpur C. S. Low 
€ The writer was chief executive of and 
a major shareholder in Ka Wah Bank 
prior to its rescue by the Hongkong Gov- 
ernment and acquisition by China Inter- 
national Trust апа Investment Corp. 
The words in Low's first paragraph were 
used bythe REVIEW to describe the gen- 





| 


ips with other failed 
banks and companies. 


Pro-British policies 

With regard to the review of Abdullah 
Ahmad's book Tunku Abdul Rahman 
and Malaysia's foreign policy 1963-1970 
[BOOKS, 2 Oct.], during the Konfron- 
tasi period, I had been requested by the 
late Datuk. Ahmad .Boestamam, then 
leader of the opposition Socialist Front, 


' to block Malaysia’s application to join 


the Afro-Asian Peoples’ Solidarity Or- 
ganisation. The Tunku's pro-British 
policies really made my tasks easier. Cet 


An example of Malaysia’s i | 
occurred at the Afro-Asian Solidarity 


Conference held at Winneba, Ghana, in 
May 1965. Although the then deputy 


prime minister Tun Abdul Razak had. 
sent a high-powered delegation led H=] 


the current prime minister, Datuk Se 


Mahathir Mohamad (and strings were’ |. 


pulled on behalf of this delegation by 
the Soviet Union, Egypt.and India), 
Malaysia failed to gain admission at that 


г conference to the Cairo-based organisa- 








, terest in the Afro-Asian group sur-. 
rounding Razak. I wonder what Ahmad }- 





Penang 


tion. 
It is curious why Ahmad (who was 


there) omits to point out this failure in: 
his book as it reinforces: the general | 


thrust of his arguments: Only a passing 
mention is made of the importance of 
Malaysia's bid and the personalities in- 
volved. 

The group around Razak, consti- 
tuted as the Malaysian Afro-Asian Sol- 
idarity Organisation; finally became a 
member in 1967 mainly as a result of the 


,initiatives of the Egyptian secretary- 


general, the late Yousef el Sebai. 

Аѕ for. Britain's sympathies with 
Singapore following the separation in 
August 1965, is it all that surprising? 
Britain's prime minister at that time w^« 
the Labour Party's Harold Wik 


whose cabinet ministers had much тоге: 


| 


ГА 


| 





іп common with Lee Kuan Yew's Fa 
bian socialism than the conservative 
minded Tunku. e ud 
Much has been written on this, by 
way of.memoirs, by: the Labour Party 
leaders of the 19605. What I find shock 
ing, however, is the revelation that Bri 
ain's security chief from 1956-65, Sir 


Roger Hollis, was working for the | 


KGB. . 


During that period, when Britain | 


and Malaysia were cooperating ‘so 
closely in security and defence; the Hol- 
lis revelation explains, at least, why the 
pro-Soviet secretary-general of the 
Afro-Asian Solidarity Organisation 
(where the Soviet Union was strongly 
represented) was taking such. a keen in- 


has to say since it may have had bearing 
on his political detention years latér. 






















Rahim Abdul Karim 
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oviet leader Mikhail Gorbachov's comprehensive for- 
eign-policy statement in Viadivostok was received with 
great caution in both China and Japan. But overtures con- 


| as in other diplomatic capitals of the world — where Gor- 
| bachov has upstaged other protagonists of international 
politics. Three months after the Viadivostok speech, the 
|| REviEW examines the progress to date, with reports from 
Robert Delfs and John McBeth in Peking and Seoul. 





i Science Monitor, Promos the North Korean and Soviet views. Pages 32-40. 
Cover illustration by Yuen Tài Yung. 








Pages 105-106 

у | / The Japanese steel industry, its ex- 
“7 етей. with pro-communist Ss ports stung by the strong yen, plans 
“wun the campuses, embarks. on. 

' course. of confrontation’ with stu- 
dents. 

Page 15 

The Philippine Government and com- 
munist insurgents-are near a cease- 
| fire agreement after three months of 
negotiations. 


Page 16 
Two Malaysian lawyers are arrested 
"under the Official Secrets Act, just as 









losses this year — and is baulking at 
1 paying a premium for domestic coal. 
The demise of the coal industry itself 
looks inevitable as talk of phasing out 
subsidies gathers strength. 


Pages 110-115 
There is a faint glimmer of light at the | 
end of the tunnel for tin producers, 
with a slight rally in market prices and 
signs of solidarity among producing | 





| amendments making the law more | ations. 
:stringent are tabled in parliament. Page 116 
Page 18 | Taiwan's attempts to control runaway 


.| The new US immigration law would | 9'OWth in its foreign-exchange re- 


allow рге-1 982 illegal arrivals resident 
15 statusi inthe country. 


Page 41 a 
Political dissent and bands of | 
„marauding robbers worsen the law- 
¿o nd-order situation in Pakistan's 
^oindh province. 


Page 42 


Page 131 


copyright and a tougher stance onen- 
forcement by Asian nations is leading 


planned for the region. 
Pages 132-136 





tained in ithave been hotly debated in Peking and Tokyo — | 


Susumu Awanohara and Daniel Sneider cover Japan while’ C 
Paul Quinn-Judge, Moscow correspondent of The Christian | 





serves have met with little success. . 


Arecent US court rulingon microcode | 


to more US production facilities being 

















| Pages 69-104 - 
| Amid the ravages of the oil-price de- 
.|. Cline, the ravages of the Iran-Iraq War 





| and assesses their probable out- 


Singapore's ruling party tries to im-. 
prove its image in preparation for | 
electionis expected in 1988. 





UP 





and continuing superpower rivalry, 
the Middle East remains a volatile yet. 
crucial area. FOCUS looks at the issues 





come. 


Those who invested in Philippine 
Long Distance Telephone Co. shares 
in February have seen the prices roc- 
ket more than 600% since the military 
rebellion. The future also looks bright. 


156 


Page 
1:Тһе Japanese бобе wrestles 


with a lower-than-expected corpo- 
rate tax take by putting forward a 
supplementary budget which upsets 
no one. 


158 
Non-Resident Indians will get some 
guide to government thinking on their 
investment freedom when the long- 
running battle for control of trading 
company Shaw Wallace comes to a 
head at an өши general 
meeting. 



























































major contraction in the face of heavy | Hongkong 


Race: No place for the Ainu 


The law: Crimping the copiers in Asia 
Company profite: Bad news is good news in 


a iT 
Stockmarket bonanza 
Facing the tuture 
Investment: Closing a loophole in Tokyo | 
Economies: А dose of future shock in Kathmandu ~. 140 
Budgets: All done with mirrors, ..in Japan 158 
Markets: . . . or greatfaith in Seoul нё 
i 1 








И REGULAR FEATURES 







































































































































REGIONAL 
Death toll reaches 17 in 
Karachi ethnic riots 


At least 27 people were report- 
ей killed in Karachi as а result 





: North-West Frontier Province 
and the city's Urdu-speaking 
Muhajirs. A curfew was impos- 
ed in parts of the city and the 
army called in to assist civilian 
authorities in maintaining law 
and order. Officials acknow- 
ledged that members of the two 
ethnic groups continued to vio- 
late the curfew to attack each 
other's property. 

© The violence began on 31 
October after Pushtoon bus 
Owners and drivers clashed 
with a procession of a radical 





Muhajir Qaumi Movement. 

'The party supports the creation 
f a separate provincial entity 

for the Muhajirs. 

— Husain Haqqani 


134 "ordinary military-offen- 
ders" (о mark the 31 October 


"Kaishek's birthday. Unoffi- 
cial: human-rights” organisa- 
tions in Taipei said that with 
the release of the 13 men, who 
had been imprisoned on sedi- 
tion charges, about 110 politi- 
cal prisoners were still in jail. 
These include Shi Ming-teh, 

ao Chia-wen and three other 
opposition leaders accused of 
- sedition after a December 1979 
— Cari Goldstein 





_ The Philippines’ Conference of 
. Bishops will meet on 23 
November to consider endors- 
ng the recently drafted con- 
stitution. Some bishops are 
worried that explicit blessing of 

е document, which has di- 
ded ^ President Corazon 
Aquino's cabinet, will mark 
another step in politicising the 







сате evident during the revolt 
evicting former president Fer- 
dinand Marcos in February. 
The 104 bishops will meet 
for two days and discuss also 
the advisability of issuing a pas- 
toral letter about citizens' duty 
to vote ina plebiscite. 
— James Clad 


of ethnic violence «involving | 
Pushtoon migrants from the 


Muhajir political party, the’ 


centenary of the late Chiang | 


church — a process that *be-* 











үрөш dismiss 
Co proposals 
Leaders of the five Sri Lankan 
Tamil separatist groups based 
in Madras have rejected. Co- 
lombo's latest devolution pack- 
age to end the ethnic conflict in 
the island republic. The propo- 
sals worked out after two 
| rounds of talks between the 
moderate Tàmil Ünited Liber- 
ation Front (TULF), and the 
Colombo ‘government were 
considered reasonable by both 
шу and New Delhi. 

n 
Separatist groups conveyed to 
Tamil Nadu Chief Minister 
„М. б, Ramachandran that the 
package was not acceptable to 
them because their minimum 








[ government and a single Tamil 


inguistic unit — were ‘not in- 
‘cluded. 4’ == Mohan Ram 


Australian minister has 
cordial talks with Suharto 
Prima Industry Minister 
John Kerin, in Jakarta on 30 
October, was the first Austra- 
lian minister to meet President 
Suharto since the April row 
over a Sydney newspaper arti- 


1 cle on the business links of 

















Suharto's relatives. Kerin, ona 
Southeast Asian tour to discuss 
agricultural trade issues, said. 
ће: Таке were "cordial" as 
“one farmer to another." Kerin 






















will come with the expiry this 
"month. of the one-year visa of 
the last Australian correspon- 
.dent in Indonesia, Michael 
Byrnes of the Australian Finan- 
| cial Review. Indonesian offi- 
cials have not yet indicated a 
| decision on Byrnes’ application 
for an extension beyond the 23 





November expiry date. 
~~ Hamish McDonald 


3 November the 


demands — a federal system of | 





BUSINESS 


Tokyo cuts discount 
rate to record low 
The Bank of Japan (BoJ, the 
central bank) announced a 
half-point cut in fhe discount 
rate on 31 October, to a record 
low- of 3%. Bol governor 
Satoshi Sumita said the econ- 
“omy was showing “clearer signs 
of stagnation” than had been 
apparent a few weeks earlier. 
Private economists doubted 
whether the cut would serve to 
offset the deflationary impact 
of the high yen on Japanese in- 
dustry, but the BoJ claimed 
that cheaper money should at 
least help to sustain a recent re- 
covery in housing investment. 
The cut was welcomed in 
the US where it was seen as evi- 
dence of Japanese willingness 


to cooperate in promoting eco- | 


nomic recovery. In a joint 
statement released by Wash- 
ington and: Tokyo, both sides 
pledged to work together to 
maintain exchange rate stabil- 
ity. — Charles Smith 
South Korean external 
debt to fall this year 


large currént-account surplus, 
South Korea's Economic Plan- 


| ning Board expects the coun- 





try's debts to fall from US$46.8 
billion at the end of 1985 to 
around. US$46 billion at the 
end of this. year. Past projec- 
tions..on debt requirements 
have been put aside as the gov- 
ernment expects to post a cur- 


' rent-account surplus of US$4 


billion. at the end of the year, 


,the: country’s first-ever sub- 


stantial surplus. The govern- 
ment's announcement to begin 
cutting back the overall level of 
foreign debt has been inter- 
preted by foreign bankers as a 


political decision which will 


give the government needed 
support. — Paul Ensor 


lion (US$34.2 million) in 
guaranteed bonds with war- 
rants which give holders the 
option to purchase 70. million 
stock units in Straits Steamship 
Co. at $$2.20 per unit within a 
five-year period. The 70 mil- 
lion units represent 30% of 
Straits' present paid-up capital. 
The Keppel group bought 


| the issue would make more 





| Thanks to an unexpectedly 


| Agency announced on 24 Oc- 
; tober. T 








; 82.296 of Straits’ shares in. 1983 

“at S$1.98 each, and the shares 
closed in local trading at $$2.22 
on the last day before the issue 
was announced. Keppel said 


Straits' shares available to the 
public as well as help reduce 
and refinance Keppel's bor- 
rowings. — Michael Malik 


Pan-Ei figure pleads 

guilty, given 8 years | 
‘Former Pan-Electric director 
Peter Tham on 29 October was | 
sentenced to eight years im- 
prisonment after pleading 
guilty to forging shar. i 
cates and share transfer forms. 
Tham pleaded not guilty on 3 
November to 1 urther 
charges of criminal breach of 
trust; and abetting crimina 
breach of trust involving near 
S$100 million (US$45.6 mil- 
lion). The trial was adjourned to 
10 November to allow Tham's 
defence more time to prepare 
their case. ~~ Michael Malik 


EEC takes action over i 
Japan liquor barriers | 
The EEC has decided to launch 
a Gatt investigation | into 
Japan's taxation of imported 
wines and spirits; claiming that 
Japanese tariff and other bar- 
riers have prevented EEC al- 
cohol exporters from doubling 
their current US$170 million in 
sales to Japan. EEC External 
Trade. Commissioner Willy de 
Clerq explained that "this is a 
sector where, despite the com- | 
petitiveness of our industry, 
our share of the Japanese mar- 
ket is very small. This is due to 
the discriminatory treatment 
meted out by the зарапе5‹ййы, 
Statistics for the first mi 
months of 1986 showed an 
EEC trade deficit with Ja- 
panofUS$13.3billion. .... 

— Shada Islam 


China to buy Soviet 


power generators 

China will import 10 210 mW 
generáting units from the 
Soviet Union over the next 
three years; Xinhua’ News 
















he units will be install- 
ed at four power plants in 
Shanxi, Shandong and 
Heilongjiang” provinces. The 
contract, believed to be valued 
at around. US$500 million and 
described by Moscow as the 
largest Soviet equipment sale 
to China in recent years, falls 
under the five-year bilateral 
trade agreement signed by the 
two countries in July 1985. 
~~ Robert Delfs 






































Max Heer, 
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with Eric Tschirren, 
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Swiss Bank Corporation reveals a closely guarded professional secret: 1 


Even if it works, ask why. 


Many of our customers have something 

in common besides their choice of 
international bank. They've learned how 

to learn from their successes, the way E 
everybody else learns from mistakes. 4 
The reasons why something goes right y 
are just as important as the reasons E 
why something goes wrong, and may be 

even more rewarding (and elusive). 7 
When nothing succeeds like success, А 
it's because nothing works like work. E 
Incidentally, when our customers keep 
coming back to us, we do know why. 


к: And so do they. We're one of their 7 
; professional secrets. а 
Swiss Bank Corporation . 


Schweizerischer Bankverein _ 
Société de Banque Suisse — 


. 
. . The key Swiss bank 1 
Ё E 
General Management in CH-4002 Basle, Aeschenplatz 6, and in CH-8022 Zurich, Paradeplatz 6. Over 200 offices throughout Switzerland. Worldwide ) 
network (branches, subsidiaries and representatives): Europe: Edinburgh, Frankfurt, London, Luxembourg, Madrid, Manchester, Monte Carlo, Paris. : 
North America: Atlanta, Calgary, Chicago, Houston, Los Angeles, Montreal, New York, San Francisco, Toronto, Vancouver. Latin America: Bogota, b 


Buenos Aires, Caracas, Lima, Mexico, Panama, Rio de Janeiro, São Paulo. Caribbean: Grand Cayman, Nassau. Middle East: Bahrain, Cairo, Tehran. 


Africa: Johannesburg. Asia: Hong Kong, Osaka, Singapore, Tokyo. Australia: Melbourne, Sydney. 
M Lintas Zürich SBV 1886 
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The ATR 42 is afast, quiet commuter airliner that 
can carry up fo 50 passengers in wide-body 
comfort. | ‚ 

The ATR72isa fast, quiet commuter airliner that 
сап carry up to 74 passengers in wide-body 
comfort. | 

Those 24 extra seats apart, the ATR 42 and 


ATR 72 share a number of reassuring qualities. 


Both are unusually inexpensive to operate and 


"example. 


Both offer airlines the same high profit-earning 
potential. And both are designed with the same 
dedication to excellence by two of the biggest 
names in civil aviation: Aeritalia and Aerospatiale. 


Avions de Transport Régional 
























MYSTERY MONEY 


:. Roopkachorn in West Germany. The 
"transaction is of some concern to the 


September 1985 coup against Prime 


, “Young Turk" 
| also involved in the abortive April 
11981 coup, fled Bangkok when the 

. last coup attempt collapsed within и 


|- country.  . Й 
..(UOMINTANG CLASHES - 
"Armed Kuomintang (КМТ) ` 
remnants stationed nearthe | 
| Thai-Burmese border north of Mae 


1 series of skirmishes with followers of 
| Golden Triangle drugs kingpin Khun 


| clashes followed apparently ^... 
- Sa'sarmy to secure control overa. - 


| opposite Mae Song Hon. Khun Sa is ) 





| victory in state polls (7 Nov.). 


| to forestall violence during the major Hindu 








| festival. Thousands of Sikh militants rallied 


A: veteran character. actor , d. 
‘|. “hunger strike until death" to protest against 
: the Maharashtran state government's policy 


;.paralysed by a strike for more than three 
еба political accord with National Confer- 


Че епсе party. leader Farooq Abdullah in 
~ Jammu and Kashmir which ends federal rule 

















said to have been on the run since 


Thai security officials are quietly early 1982 when Thai troops 
trying to locate the source of Baht 30 | destroyed his former stronghold at 


million (US$1.14 million) recently | Ban Hin Taek in Chiang Rai 


sent from Bangkok to Col Manoon 


Thai authorities because Manoon 
was the ringleader of the failed 9 


insulanond. The 


Minister Prem anond. 1 
my officer, who was ` 









f his launching it. He has since 
been living in West Germany. It is. 
thought Manoon may use the money | 
for a new adventure in his home ` 





Hong Son province engaged in a 


Sain early October. KMT sources 
said three of Khun Sa's men were >: 

killed and nine wounded, while four ' 

KMT soldiers were injured. The ` 


persistent efforts by parts of Khun 


broad swathes of remote jungle 








“concessions. 


province, east of Mae Hong Son. 


Talks between 
Manila and Kuala 
Lumpur over the 
-1 Philippine claim 
to Sabah have 
failed to resume, 
despite hopes of a 
meeting between 
Malaysian 
diplomats and 

- | Foreign Minister 
| Salvador Laurel 
or his deputy Jose Ingles, in New 
York in October. The first, and 
thus far, only talks on the issue. 
took place in Manila in June. Since 
then Malaysian Prime Minister 
Datuk Seri Mahathir Mohamad 
has become irritated by the lack of 
focus on the issue in Manila and 
more recently by the attempts c 
Philippine officials to link the.. 
termination of the claim totrading 


‘SABAH TALKS SABOTAGED 








COUNTING ON CORPORATES 
Major US corporations will heip the 
Philippines’ Commission on 


"Elections register new voters 
|. in time for a constitutional 





| 
| 
| 
| 


‘Coopers & Lybrand may also pi 


Souphanouvong would resign 
solved a mystery. In late August 





































programming 


| will also come from 


i y 
international accoun 


consultancy services. 


LAO LEADERSHIP 
The 30 October announcement from 
Vientiane that ао President. | 


Radio Vientiane had announced 
Souphanouvong's departure to attenc 
the Non-Aligned Summit in Harare 
but the president never showed up at 
the summit, Intelligence sources . 
believe Souphanouvong took ill and 
stayed on in the Soviet Union for 
treatment. The October 
announcement indicates 
Souphanouvong is alive and nolonge 
“missing.” But doubt still remains as 










































Queensland Premier Sir Joh Bjelke: 
'tersen led his rightwing National Party to 


INDIA | 
.. Sikh separatists killed six Hindus in Pun- 
‘jab as authorities imposed security measures 


in Amritsar to praise the men who assassi- 
nated Indira Gandhi two years ago (31 Oct.). 
aunched a 


"towards the film industry, which has been 


weeks. Prime Minister Rajiv Gandhi reach- 


over the state (J Nov.).. 


Information Minister Harmoko said the 
arapan newspaper, which was closed 
n three weeks ago, could not'be pub- 

‘again, Australian Primary Industry 
inister John Kerin held talks with Presi- 





“The Supreme Court quashed a govern- - 


ment order cancelling the work. permit of 
Asian Wall Street Journal correspondent 
John Berthelsen and said he should have 


4 been allowed to-contest his expulsion from 


the country (3 Nov.). 


PACIFIC 
"OUS. President Reagan proclaimed the 
Northern Mariana Islands а US: common- 


, wealth and formally granted the: Federated 


States of Micronesia and the Marshall Is- 
lands republic status às freely associated 
states (3 Nov.). 
PAKISTAN 

At least five people were killed and 
dozens injured in gun battles between rival 
ethnic groups in Karachi (37 Oct.). Ten peo- 
ple were killed and more than 100 injured in 
a fresh outbreak of ethnic clashes in Karachi 
(1 Nov.). Pakistan has made dramatic pro- 
gress towards the, production of а nuclear 
weapon, including the detonation in Sep- 
tember of a high-explosive device, according 
tö The Washington Post (4 Nov.). 


PHILIPPINES 
The communist-backed umbrella group, 














































the National Democratic Front, offered th 
government a 100-day ceasefire to take ef- 
fect from December to pave the мау. for a 
settlement of the insurgency (/ Nov.). 


^^ South Korean students hurled stones and 
shouted defiant slogans from the roofs of five 
buildings at Seoul's Konkuk University in à 
demonstration against the government and 
the US (29 Oct.). The students doused cam- 
pus buildings with petrol and threatened ta 
turn themselves into human torches as police 
prepared to storm the university (30 Oct.). 
Riot police used helicopter. tear gas and 
water cannon to put down the revolt. An es- 
timated 8,000 students at six universities 
clashed with police in Seoul and Pusan (37 
Oct.). Leading human-rights » campaigner’ 
Rev. Moon Ik Hwan was jailed for three | 
years after being found guilty of inciting vio- 
lent anti-government protests. and about 50. 
cf his supporters went into the second day of | 
a hunger strike (4 Nov.). 


TAIWAN | 
Authorities released 147 criminals includ- 
ing 13 who were jailed for political reasons to > 
mark the centennial of the birth of Chiang 
Kai-shek, it was reported (30 Осг.). 
































































ву John McBeth in Seoul 


cC between riot police and 
student demonstrators, rather 
routine in Seoul, turned into’ serious 
onfrontation as the government 
launched а concerted. | erackdown 
against radical elements. In the crisp 
-morning hours of 31 October thousands 
‘of riot police, moving behind clouds of 


youths holed up on the campus of a less- 
er-known suburban university. . iud 
By the time it was over, 1,525 stu- 
dents had been rounded up, most, of 
hem after battling helmeted policemen 


tairwells of five Konkuk "University 
ings. Authorities denied anyone was 
din this, the worst outbreak of cam- 
| fighting in recent memory. One 
omore student, however, under- 
vent brain surgery following the assault 
apparently after being hit by a tear- 
'as cannister — and 15-others were also 
eriously injured. 

By 5 November, arrest warrants were 
ued for more than 1,200 of the 1,274 


re nine accused leaders who will face 
harges under the tough National Security 
; Police are.still looking for: Korea 
Jniversity senior Kim Shin, the alleged 
ead of a newly formed organisation of 
ampus militants known as Aehaktu, 
‘who is reported to. have donned a 
‘sweat suit and slipped through police 
lines before the assault posing as a 


¿Official strategy up to. now has been 
Чо prevent student demonstrations from 
“spilling out of the campuses and on to 
the streets. So riot police — many of 
them young conscripts. — routinely 
stake out. the entrances, to. many of 
сонг universities, fending off, rocks 
nd flaming Motolov. cocktails and lay- 
ng down a dense screen of tear gas that 
angs for hours. in the atmosphere and 
fts through office blocks іп down- 


mSeoul = с 






nted them from leaving — apparent- 
in. the belief the crowd contained 
a large number of wanted radicals — 
they retreated to the campus buildings 
гапа established themselves behind bar- 
гісадеѕ. Whatever the circumstances, 
the incident was a graphic illustration 


to. tolerate the level of extremism that 
has taken the radical movement away 


-air-dropped tear gas, stormed extremist. 


cross the roofs and through the blazing. 


tudents still in custody. Among them: | 

























‘that the government was not prepared: 








from basic political issues.and along a 
pro-communist path. — ^7" uc 
Indeed, so far Left has the rhetoric 
become that to many South Koreansthe 
hard-core students almost appear to be 
goading the acutely security-conscious 
' authorities into a witch hunt. The Eng- 
lish-language’. daily, Korea Herald, 
which often reflects government think- 
ing, said in an editorial that the students 
had gone beyond the point of no return. 


' "Anti-communism and democracy аге 


the two sides of the coin,” it said. "Our 
liberty and rights can not survive under 
the regimentation and terror of com- 
типт... It is the last. ground we 
could yield under whatever pressure or 
disguise." Е р 
Probably the govérnment's biggest 
worry is the burgeoning alliance be- 


tween students and labour. Many stu“ 
dents who serve: prison sentences: and 
are banned from continuing their uni- 
versity studies have taken jobs in fac- 
tories in the Seoul-Inchon-Suwon area, 
establishing a linkage which, if taken to 
its limits, could conceivably throw a 
spanner in the engine of South Korea's 
economy. m 

"] think the labour movement is a 
dangerous problem in this.country be- 
cause students are leading it," opposi- 
tion leader Kim Dae Jung told the 
REVIEW in a recent interview. “The 
workers are major contributors to eco- 
nomic development, but they are not re- 
ceiving the benefits and have no way.of 
airing their complaints." | 

Security agencies acknowledge that 
they have yet to establish. any. direct 









Pro-communist student radicals clash with riot police __· 


Chun cracks thewhip _ 





links between Pyongyang and South 
Korean extremists. But one manifesta- 
tion of official concern has been the dis- 
covery of an alleged plot to establish a 
Marxist-Leninist party built around the 
formation of outlawed regional labour 
unions —- a vanguard network which is 


said to have adopted а strategy along 
the lines of North Korea's first 
struggle for unification and a so-called 


people's. democratic revolution in the 
South. ! 

The Public Prosecutor's Office: re- 
cently announced it had rounded up 27: 




















b 








of 101 suspects implicated in the. pur- 
ported conspiracy following a three- 
month investigation at Seoul National 
University and the Kuro industrial es- 
tate, close to the capital's Kimpo Inter- 
national Airport. Only 13 of the sus- 





pects меге subsequently. charged with 
violations of the National Security Law 


and placed under detention. 


Am from. those arrested at Kon- 
kuk, human-rights groups say there 
are still an estimated. 1,300 political ac- 
tivists.. imprisoned in, South Korea, 
among them about 800 students and 200 
labour leaders. Opposition. sources 
claim as many as 1,000 otherlabour agita- 
tors have lost their jobs and been placed 
on employer blacklists for: protesting 
restrictions on trade unions and strikes. 
Extremism in the student movement 
only began to emerge with a vengeance in 
May when thousands of rioters ram- 
paged through the.western port city of 
nchon calling for the downfall of 











tary dictatorship and the promulg. 
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| 



























: onstitution." But ће 
| ideological groundwork may have been 
‘Taid well beforehand, back in the wake 
“of the bloody 1980 Kwangju uprising. 
Dissident sources claim that students 
released from prison in the past few 
years after serving sentences for civil 
disobedience have gone to work for 
underground publishing houses, trans- 
"lating forbidden books and other tracts 
to serve as a theoretical guide for rev- 
olutionary action. 
‚ At the same time, the sources say, 
* there. has been а growing unity among 
hard-core elements: Only a few months. 
‚ ago, the radical student movement was” 
divided into two factions — Minmintoo, 
dedicated above all to the overthrow of 
President Chun Doo Hwan. — and 
өтт Цоо, which preaches: anti- 
: Americanism, nationalism and the early 
unification of the South and the North 
under a communist regime. Now, ac- 
_ cording to the sources, the two have had. 
meeting of minds with the Chamintoo © 








siae phy clearly the dominant stream 
ofthought. ^ е 
The thinking among more moderate 
students is paradoxical. Watching rocks 
and petrol bombs raining on police lines 
ntage point inside Korea Uni- | 
у a small knot of youths said they 
d not agree with the methodology of 
their radical colleagues. But as one pul 
it: "They have a theory and they carry it 
out — and you have to admire them for 
that.” Others, echoing an idealism not. 
sectors of society, 
lism would triumph 
ing about unifica- 






















over ideolog 'ingi i 
tion of the Korean peninsula. ` : 
| inion Varies as to what extent ex- 


tremism has taken root in colleges and | 


© universities, 22 of which were repre- 
*'sented 





ment is as high as 12,000 students, or 
5% of the Seoul campus population. . 


Diplomats put the figure at between - 
.. 000 and 5,000 students and say that the || 


actual hard core has probably dwindled 
‚| to 1,000-2,000 as the movement has be- 

соте more radical.— something which 
happened to the Japanese student 
movement in the early 1970s and which 


left a nucleus that came to gain- 


worldwide notoriety as the Red Army 
terrorist rd 
`- The dissidents claim Konkuk pro- 
‚ vided further evidence of growing cam- 
pus. solidarity. "A.few years ago, you 
couldn't imagine students from Seoul 
National or Korea universities going to 
va fourth or fifth class university, but that 
‚ has all changed now," said one South 
Korean source familiar with the new 
wave of activism. “Before they wore 
badges to show which university they 
came from. Not any more. They areal- 
together now." ; 
Independent sources, however, have 
_ different views. Autumn is after all one 





| means been limited just to them. Offi- 
| cials explained privately that the arrest 
| of opposition lawmaker Yoo Sung 


















ted in the Konkuk incident. Dissi- | 
dent sources claim the extremist ele- | 











violence could be one indication that 
because individual universities cannot 
throw up the numbers for a telling show 
of force, those radicals who are pre- 
pared to go to prison for their ideals are | 
being forced to pool their manpower re- 
sources. 

If the students have taken the brunt 
of official displeasure so far, it has by no 


Hwan on sedition charges (REVIEW, 30 
Oct.) was motivated mainly by the per- 
ception that the former combat vete- 
ran’s statements had provided comfort 
and encouragement to leftist elements. 
More recently, police arrested a promi- 
nent human-rights lawyer for allegedly 
harbouring a wanted dissident. : 
Mc critics feel the anti-communist 
crackdown has merely been used to 
cloud the broader issue of constitutional 
reform and that physical repression can 
no longer be employed as a weapon of 
rule. “You have.to tackle the radicalisa- 
tion of the students and the workers in а 
fundamental way," opposition New 
Korea Democratic Party (NKDP) adviser 
Kim Young Sam said. "Their voices 








| rity Council worked out a detailed, dra 


| People's Army (NPA), and the Arme 


| document also:sets an agenda for sub 


|. day. Under the government plan, th: 











Arrested students leave Konkuk University. — "| 


have grown a lot over the years and the 
only method of dealing with them is to 
present a.strong legitimacy to the gov- 
ernment.” AN 

If he and Kim Dae Jung had their 
way, that would come through direct 
presidential elections and not from the 
introduction of a cabinet system of gov- 
ernment, which they maintain is only a 
mechanism to allow the ruling Demo- 
cratic Justice Party and its military back- 
ers to cling to the reins of power. 

But with the constitutional dialogue 
pushed into the background and signs of 
а further fracture in NKDP ranks, the 
opposition appears to have lost the ini- 
tiative in the face of an ideological issue 
which, among. the stoic middle class at 





ofthe. traditional protest seasons and 
a feeling also that the Konkuk 








least, can probably.only favour the gov- 


| up to and beyond a constitutional 


| for 2 February: The proposal says: “Е! 






















PHILIPPINES 


Peacein | 
the offing? 


The government and rebels 
near a ceasefire agreement 





By James Clad in Manila... 


A 


"жш, ofa: 
ire" was cli 






nist-domi 


away most obstacles 

wide truce. with. the -c 

munist insurgents in 17 years... 
On 3 November, the Natio 


text of a ceasefire agreement іп 
porating most of the NDF proposal 

‘The document which; if endorsed by the 
cabinet and “accepted by the- 
munists, would establish the ceasefire 
between tlie insurgents, led by the Ne 



















Forces of the Philippines (AFP). The 


stantive peace talks to-start after thi 
truce begins. b 
„ Sources told. the REVIEW -tha 
Aquino was seeking endorsement. 

the document at her: 5. Novemt 

cabinet meeting. A meeting betwee 
government and МОЕ  ceasefir 
negotiators was expected later in the 

























éeasefire would begin sooner than pro- 
posed by the communists, but woul 
last for a shorter period. | 
„Оп 1 November, NDF negotiators 
Satur Ocampo and Antonio Zumel an- 
nounced their offer to cease hostilities | 
beginning on 10 December and lasting 























plebiscite planned by the government 






















the first time in many, many years, th« 
guns will be stilled on both sides this 
Christmas and New Year." It holds out 
the. possibility of keeping them stilled 
beyond the suggested March expiry 
date. : 
The NDF, an umbrella group сот 
prising Ше Communist Party of the 
Philippines (CPP) and 11 other revoh 
tionary organisations, now describes as. 
“talking points” its former demands | 
that the government disband its 
paramilitary units and recognise com- 
munist “liberated” zones or withdraw 
military units from these areas — all in 
the context of a ceasefire agreement. : 
The NDF proposes that an agenda fora 
*comprehensive settlement" of what i 
says are the causes of its 17-year-old i 
surgency should be worked out notlater 
than.a month after the ceasefire begins. 



























ernment. ü 





It.also.proposes a "national ceasefire. 





















шее,” supplemented by regional 
“provincial panels. to. monitor local 
ituations. 

However, the communists. made 
“their offer conditional on reaching 
greement with the government on 
‘long-awaited safety апа immunity 
“guarantees.” Ocampo and Zumel said 
the need for these became clear when 
military intelligence agents seized their 
"consultant," CPP politburo member 
: Rodolfo Salas, on 29 September. Salas 
| ds in jail awaiting trial on charges of re- 
|. bellion. His wife and bodyguard, also 
arrested with him, have since been re- 
eased pending trial on the same 
charges. hide з 
"Although Ocampo said on 1 
November that the NDF is “not putting 
“any pre-conditions to this ceasefire 
agreement,” the question of what con- 












| 





























stitutes a “hostile act" during a c 

must still be resolved, he said. Ceasefire 
monitoring panels, however organised, 
must have some way to measure truce 
infractions. 

Sources said Aquino had received 
the proposal before the NDF's 1 





November announcement. She de- | 


scribed itas “a postive step forward" — 
rare words from the president about the 
communists’: attitude. Her ceasefire 
negotiators are former senator Jose 
Diokno, Agriculture Minister Ramon 
Mitra апа Auditor-General, Teofisto 
Guingona. Although they have had six 
formal. meetings with Ocampo and 
Zumel since 5 August, progress has 
been limited. 


The negotiators have wrestled over | 


preliminaries, such as the.contents of a 
17 August note from Ocampo to Mitra 


note and elsewhe 


| ably anti-communist — at 269. Before 





EVI 





| 
immunity. issue sorted ouf "before | 
agreeing to a ceasefire. "Right now," | 
NDF legal adviser Romeo Capulong 
complained recently, “the NDF can- | 
not even hire vehicles, or put up an of- | 
fice . . . because it is an illegal organisa- 
tion.” 


efore agreeing to talk about, the 

timing of the ceasefire, the NDF's 
negotiators had also insisted that the 
government include various paramilit- 
ary groups in the ceasefire. AFP chief of 
staff Gen. Fidel Ramos recently put the 
number of "private armies" — invari- 





agreeing to a ceasefire, the militant Left 
had also wanted the Bovernmerte aen 
turn control of the Integrated National N 
















MALAYSIA 


'Suhaini Aznam in Kuala Lumpur 
alaysia's web of secrecy has be- 
WM come significantly tighter. For the 
first time, the country's controversial 
Official Secrets Act (OSA) reached out 
to the legal profession itself, when 
: police searched the offices of two local 
wyers. One was arrested on 28 Oc- 
‘ober under the OSA and the other two 
days later for obstructing the police in 
performing their duties. | 
_ © The arrests were interesting, coming 
mmediately after the tabling of further 
amendments to the OSA оп 27. Oc- 
Ober; for its first reading in parliament. 
















he December recess. 

The surprise came on 29 October 
when little-known criminal lawyer, 
Phang Ah Hee, was charged with pos- 
“session of copies of secret documents. 
His office and home had been searched 
Our days earlier and police had al- 
legedly found photostat copies of Police 
ов Papers and Police Stand- 
Orders — the latter obtained while 
€ served as deputy. public prosecutor 
DPP) attached to the attorney-gen- 
il’s chambers. Phang, now in private 
ісе, was supposed to have returned 
the latter document to tlie government 
when һе resigned from public service. 

ang pleaded not guilty. == - 
Surprise turned to consternation the 
ery next day. In unrelated cir- 
cumstances, lawyer Muhammad Shafee 
Abdullah was also visited by police 
armed with a search warrant "to. obtain 
all documents falling under the OSA." 
The nine plainclothes policemen from 
the Serious. Crimes Division, 'accom- 
panied Ьу а DPP and armed with house- 
breaking tools, spent three-and-a-half 








































ightening the security net | 


awyers are arrested under Official Secrets Act 


€ bill is expected to be passed before | f 


hours from 4:30 p.m. combing Shafee's 


files, including those concerning the | 


Asian Wall Street Journal: . 


The Journal's two Kuala Lumpur- 


based correspondents were: expelled 
from, Malaysia in September апа its 
publication licence suspended for three 
months (REVIEW, 9 Oct.). Represent- 
ing the Journal Shafee was due to pre- 






dents before 


> the Supreme Coóurt.ón 3 
Protesting that the warrant was il- 
legal, Shafee insisted that the police: of- 
icer in charge sign a statement that the 
ѕеагсћ was being conducted against his 
will. Police refused. The police search 
was a "fishing expedition" since the 
police did not fave a specific document 
in mind, Shafee said. Finally, the only 
document removed wasa fingerprint re- 
port relating to a Bank of Tokyo rob- 
ery in January 1985. Shafee was re- 
leased on M$1,000 (US$381) bail. 
- Given the timing of these events, the 
uestion of harassment loomed large. 
escribing the search as an "affront" to 
the "cause of justice," Malaysian Bar 
Council president Param Cumaras- 
wamy, who was holding a watching brief 
for the bar in the Journal's appeal, stress- 
ed the necessity that justice be adminis- 
tered “without fear or favour.” “This 
necessarily means without harassment 
and intimidation from any quarter,” he 
told the Supreme Court. “The indepen- 
dence of the bar is now in jeopardy.” 
“We understand your concern,” said 
Lord President Tun Mohamed Salleh 
Abas, “we were also very surprised our- 
selves.” Referring to Shafee’s arrest as 
“unfortunate” he said that "it gives you 



















sent an appeal for one of the correspon: 














, much debate here. The law is a British 
legacy intended to protect defence sec- 








the. impression that the'authorities ar. 
trying to go against you," adding that he 
hoped this was not the case. 

Citing the Evidence Act, Cumaras- 
wamy said that “it is vital for the mainte- 
nance of public confidence" in the legal 
system that "communication between 
solicitor and client are privileged. | 

*How could lawyers in future take 
on cases against the government with- 
out fearing raids and searches of their 
offices and maybe their homes and the 
ransacking of the very papers which 
they are using in order to prepare their 
cases for their clients?" he stated. | 
A. least a few lawyers felt that the arrests 

could signal an attempt by the gov- 
ernment to set the stage for the passing 
of the OSA amendments — in effect 
creating an atmosphere that would jus- 
tify enactment of an unpopular law. 
Certainly, the OSA has sparked 


























Police to civilian authorities — where it 
lay before ousted president Ferdinand 
Marcos transferred control to the De- 
fence Ministry. 

The government did not accept this 
NDF approach. In a letter sent to 
Ocampo before Aquino left for her US 
trip in mid-September, Mitra offered an 
alternate plan — that the NDF accept 
an immediate, 30-day ceasefire without 
pre-conditions. Before and after her US 
trip, Aquino's speeches on the in- 
surgency problem had become increas- 
ingly stern. In one speech, using biblical 
language, she said the "sword of war" 
awaited rebels who ignored her call for 
national reconciliation. 

After a 21 October meeting with her 
increasingly vocal cabinet critic, De- 
Minister Juan Ponce Enrile, 
quino Spoke of imposing a deadline 





| tempt to regain some initiative in the 


for the peace talks with the NDF. 
Enrile, and to a lesser extent other 
military figures, have expressed 
suspicions about the communists’ in- 
tentions. On 3 November, Ramos used 
a new and higher figure of 23,200 full- 
time fighters when describing NPA 
strength. 

The NDF's new ceasefire proposal is 
a counter-offer to Mitra's and is an at- 


dialogue process. “We have already ag- 
reed in principle that for confidence- 
building and to lay the foundations . . . 
for the substantive part of the talks, 
there must be a ceasefire," Capulong | 
said recently. Sources said the NDF 
came close to signing a combined cease- 
fire-immunity agreement at the end of 
September, but Salas' arrest slowed 
momentum. 








rets — but which, according to opposi- 

7 оп parties and public interest groups, 

. 4s evolved in Malaysia into a catch-all 
instrument to keep affairs of govern- 
ment from public scrutiny. pues 
Democratic Action Party chief Lim 
Kit Siang declared that "it will drug 
Malaysians into a secret government, 
where the people will lose their demo- 
cratic right to hold the government to 
public accountability through total de- 
nial of access to information." 

Apart from the most recent arrests, 


the OSA has been wielded four times іп | 


its 14-year existence — twice against op- 
position politicians, Lim himself being 
one of them, and twice against jour- 
nalists, one a Malaysian defence corres- 

ndent and the other the REVIEW's 
ormer Kuala Lumpur bureau chief 
James Clad. 

Remarkably, even component par- 
ties of the ruling National Front have 
now spoken up against the bill — the 
women's wing of the Malaysian Chinese 
A«sociation being the first to ask for its 

thdrawal, followed by the Gerakan. 

The amendments, when passed, will 
spell out an all-encompassing definition 
of secret and make the law more puni- 
tive. In effect, the amendments will also 


diminish judicial discretion, tending to | 


make the judges mere executors of pre- 
scribed sentences. Changes introduced 
by the bill ensure that: 

» Whereas the courts can now deter- 
mine whether or not a document justifies 
its stamp of secrecy, this power of dis- 
cretion will be removed. Courts will not 
be able to challenge the executive's de- 
cision to stamp "secret," "confidential" 
or "restricted" on a document. 








» Whereas courts are now entrusted | 


with weighing offences and passing 
commensurate sentences ranging from 
fines of M$5,000 to sentences of 14 
years’ imprisonment in the 


four | 


amended sections, the judge's option to | 


fine will be abolished in these cases, to 
be replaced with a mandatory minimum 
of one year's jail term. 
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Phang (left) and counsel Low. 


» Whereas only a minister can deter- | 


| ing foreign investments and the issuing | 
| of government tenders — that warrant 


Journalist 
reprieved 


Supreme Court rejects 
government's visa ruling 


hose who would restrict information 
flows are meeting some resistance. 
The Supreme Court on 3 November 
overturned an earlier High Court deci- 
sion, thereby granting Asian Wall Street 


| Journal correspondent John Berthelsen 


leave to challenge the Immigration 
Department's cancellation of his work 
p in September. The three-mem- 

r bench, presided over by Lord Presi- 
dent Tun Mohamed Salleh Abas, deter- 
mined that Berthelsen should first have 
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been given a chance to be heard. 
Malaysian authorities 


kf UU. 


had cancelled the work 
permits of both Berthel- 
sen, the Journal's Malay- 
sia correspondent, and 
Raphael Pura, its Asean 

t also based 
in Kuala Lumpur, on 26 
September. The Journal's 
publication licence was 


for three months. Pura's 
hearing has been fixed for 
13 November and the 
Journals at a later date. 
For the government, 
DPP T. Selventhirana- 
than said that the Immig- 
ration Department did 
not need to give reasons 
for its actions because 
the cancellation had been 
executed on grounds of 
internal security. Аз 
such, “the rules of natu- 
ral justice do not apply," 





u.s 





mine whether а document warranted 
the confidential stamp, this power will 
be extended to “апу member of the ad- 
ministration or a public officer" of that 
ministry — which government sources 
interpreted to mean anyone from a 
minister down to his political secretary. 
» An all-embracing schedule will list 
the subjects — covering national secu- 
rity, foreign relations, defence, federal- 
state relations and the economy, includ- 


the secret stamp 
> A minister will be able to add to or 
subtract from this schedule, bypassing 
further tabling in parliament. Changes 
to the schedule need only be gazetted. 
The government had tabled a sim- 
ler version of these amendments in 
March but later withdrew these for 
review and redrafting. The earlier | 
amendments had dealt only with the | 
mandatory jail term. п 





| the judgment's 
| academic — Berthelsen's work permit 


he said. 

* Are you suggesting there will be a 
civil war if they are given a chance to be 
heard?" asked Justice Tan Sri Eusoffe 
Abdoolcader. In refusing an application 
for a permit, or its renewal, the govern- 
ment does not have to provide a reason, 
*but when you revoke, you have to give 
him a reason," he said. “If you give him 
а pass on 2 November, then you tell him 
to buzz off in three days, you don't give 
him much of a chance." 

Ruling in the Journals favour, Sal- 
leh said that “opportunity should be 
given because he has got expectations to 
stay" until his permit expired. Although 

outcome was by then 


had expired just the preceding day — 
his passport no longer carries the stigma 
of an expulsion. Berthelsen returned to 
Kuala Lumpur on 4 November, less 
than 36 hours after the Supreme Court 
decision. The Journal is expected to 
reapply for a work permit for Berthel- 
sen. — Suhaini Aznam 
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UNITED STATES 


By Nayan Chanda in Washington 


A six years of deliberation the US 
Congress last month passed the Im- 
migration Reform and Control Act of 
1986 which would enable tens of 
thousands of illegal aliens — including 
Chinese, Japanese, Filipinos, Indians 
and Pakistanis — to regularise their 
status and provide the administration a 
better handle over an “underground” 
anon estimated to be as high as 3-6 
million. The act also provides for a more 
than eightfold increase in the number of 
immigrants from Hongkong to be ad- 
mitted annually to the US. 

While there has been increasing de- 
mand for tighter control over immigra- 
tion to the US, fruit and vegetable grow- 
ers in seaboard states have resisted at- 
tempts to impose curbs that would stop 
the flow of cheap seasonal labour from 
Mexico and other Central American na- 
tions. The immigration bill was passed 
with a compromise that would tighten 
the immigrant flow while ensuring the 
supply of agricultural labour by easing 
residency status. 

Although most of the illegal immi- 
grants from Asia are not farm labour, 
the provisions of amnesty granted to il- 
legal aliens of six years standing is likely 
to help many of them to obtain legal re- 
sidence in the US. 

The provisions of the bill to be signed 
into law later this month are: 

» Employers will be barred from know- 
ingly hiring illegal aliens. This would in- 
clude homeowners hiring maids and 
gardeners as well as businessmen em- 
ploying industrial labour. Employers 
will not be punished for having illegal 
aliens in their employ prior to the pass- 
age of the bill but will be for new hirings. 
After an 18-month phase-in period fol- 
lowing the signing of the bill, employers 
would be subject to fines ranging from 
US$250-$10,000 for violating the law. 
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Win some, lose some 


Only pre-1982 illegal arrivals get resident status 


» Illegal aliens who can prove that they 
have resided continuously in the US 
since 1 January 1982 would become 
eligible for legal residency and eventual 
citizenship. But those who fail to regis- 
ter within 18 months of the bill going 
into effect will be deported. 
» Those aliens who can prove that they 
have been engaged in farm work for at 
least 90 days prior to 1 May 1986 could 
become temporary residents and in four 
years attain permanent residency. Field 
hands who worked 90 days in each of the 
three previous years could become per- 
manent residents in three years. 
» Employers would be barred from dis- 
criminating against a job applicant be- 
cause he is a foreigner. Although the 
Immigration and Naturalisation Service 
(INS) estimated that the total number 
of aliens living in the US illegally could 
be as high as 6 million, it expects about 
1.4 million would qualify for amnesty. 
Given the shadowy nature of their 
existence it is impossible to know how 
many of the illegal aliens are from Asia. 
However, judging by the number of 
those aliens who are caught and de- 
ported each year, Asians are an infi- 
nitely small proportion of the whole. 
The number of illegals caught in fiscal 
1985 was 1.34 million of which only 
0.75% were from Asia. 


he INS estimated that in fiscal 1986 it 

would apprehend 1.8 million illegal 
aliens. The actual figure came pretty 
close — 1.77 million. This is an increase 
of 33.5% over fiscal 1985. 

The majority of illegals are caught at 
the US border with Mexico and others 
are apprehended elsewhere in the coun- 
try after they overstay their visa dura- 
tions. Although most of the Asian il- 
legal aliens seem to have entered the 
country legally and then stayed on, in 

















recent years citizens from the Subconti- 
nent and Southeast Asia have been 
caught at the Mexican border cce i 
ing to enter the US. They presumably 
tried to take advantage of the clandes- 
tine, but organised, border-crossing op- 
eration run from Mexico. 

Details of the modes of illegal entry 
are available for nationals of only two 
Asian countries — Philippines and 
China. In 1985, 797 overstaying Filipino 
tourists were caught, while another 219 
were crewmen who came ashore ille- 
gally. During the same period, 963 
Chinese nationals were overstaying vi- 
sitors, 489 were students in US institu- 
tions, two were stowaways and one an 
agricultural technician. 

Under the new law only those who 
have been in the US illegally sin 
January 1982 would qualify for legal re- 
sidency. This means a large number 
who have entered the US since that date 
would be deported if caught. The new 
provision that enjoins employers t ` 
examine valid papers before hiring pei 
sonnel would make it extremely hard 
for the “new,” or post-1982, illegals to 
obtain employment. 

Many Filipinos, Chinese and Viet- 
namese now working іп private homes or 
in small private enterprises would have 
to choose between a clandestine exis- 
tence in poverty or deportation. 

Some social workers are also con- 
cerned that because of sanctions con- 
tained in the new bill employers may | 
simply turn away Hispanic or Asian- 
looking citizens out of fear that they 
may not be legal or that their papers 
may not be genuine. Although the im- 
migration bill makes it illegal to dis- 
criminate against legal aliens, in reality 
such people are too poor to seek legal 
recourse, in the event of discrimination. 

Although the net result of the immi- 
gration bill will be to tighten US border 
control and make the life of illegal aliens 
harder, the US has not — despite ~ 
creasing pressure — curtailed its glot 
quota for legal immigration to the US. 

While the existing quota of 20,000 
immigrants a year from Asian countries 
has been maintained the quota for |" 
Hongkong has been raised from 600 a 
year to 5,000. The decision was clearly 
to take into account the uncertainty in 
the British colony as its reversion to 
China in 1997 approached. 

Washington has also increased the 
ceiling of refugee admission to the US 
from 67,000 in fiscal 1986 to 70,000 in 
fiscal 1987. However, the number of ref- 
ugees from East Asia — mainly from 
Indochina — to be resettled in the US 
has dropped from 37,000 in fiscal 1986 
to 32,000 in fiscal 1987. However, the 
number of Vietnamese allowed to im- 
migrate to the US under the Orderly 
Departure Programme has been main- 
tained at the level of 8,500. Between 
1975 and May 1986 more than 790,000 
Indochinese refugees have been settled 
in the US. п 
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Make “ААА” rated Credit Suisse 
your global banking partner. 


* Your Credit Suisse international banking Boston and a network of over 50 banking Whatever your global banking needs 
partner can bring you a unique combi- offices on all five continents. may be, at Credit Suisse you'll find the 
nation of resources, contacts and know- In fact, Credit Suisse is one of the reliability and creativity you'd expect from 
how all backed by a 130-year tradition of ^ world's most highly capitalized banks, an acknowledged world leader in finan- 
commitment to excellence. with "AAA" long-term debt rating, a dis- cial services. 

At Credit Suisse, you'll benefit from tinction assigned to only a handful of 


the global resources of our entire group of banks worldwide. As well as an At+/P1 Credit Suisse. We do more to keep 
companies, including Credit Suisse First short-term rating. you at the top. 












































































































































































































































































































































Head office: 8001 Zurich, Paradeplatz 8 · Hong Kong: Credit Suisse, Far East Finance Center, 36th Floor, 16 Harcourt Road, G.P.O. Box 568, Tel, Rep.-Office 5-8230898 Singapore: Credit 
"Suisse, Standard Chartered Bank Building, 6, Battery Road 37-01, PO. Вох 776, Singapore 9015, Repubhc of Singapore, Tel. Branch 225 20 55, Tel. Rep.-Office 225 :9 11. Tokyo: Credit Suisse, 
k Mori Building, 32 Floor 1-12-32 Akasaka, Minato-Ku, Tokyo 107, Tel. Branch (03) 589 36 36, Credit Suisse Trust and Banking Co, Ltd (CSTRB), Tel. (03) 589 38 38, Rep.- Office, Yurakucho 
ing, Suite 204, 7-1, Yurakucho t-chome, Chiyoda-ku, CPO. Box 1826, Tokyo 100, Tel, (03) 214 0035 Osaka; Credit Suisse, Yodoko No. 2 Building, 4-chome, Bakuro-machi 30, 

i541, Vek (06) 243.0121 - Further offices in Abu Dhabi - Atlanta - Beijing. Beirut Bogota Buenos Ares - Cairo: Calgary Caracas С «Frankfurt - Fürth "Guernsey 
ü ridon: Los. Angeles Luxembourg - Manama (Bahrain) Melbourne - Mexico City. «Miami: Monte carlo » Montreal Mu à тати V Yo 















































































































How to select the right partner? 


When a country decides to start a nuclear power program, it must face 
many problems. These problems may be economie, financial, industrial, 
technical or scientific. Furthermore, the list of materials and services 
suppliers or consultants contained in a nuclear directory is so long and 
abstruse that, reading it, is not a great help to select the right partner. 
Indeed, the good beginning is to establish a solid relationship that will 
just meet your needs, without any restraint. The partner will have to be 

= reliable, experienced, competitive and flexible. Cogema is a reliable 
| partner, as the only industrial company that masters all the aspects of 
the nuclear fuel cycle. Cogema is an experienced partner, after 40 years 
of experience with the French nuclear program. Cogema is а competitive 
partner, creating a healthy competition and servicing over 60 utilities in 
the world. Cogema is a flexible partner in the best sense of the word. 
Its success is based on its ability to meet its customers’ needs with 
tailor-made contracts. This is why more utilities decide to take the road 
to nuclear power, along with Cogema and its subsidiaries, whatever their 
2 requirements: consulting, uranium exploration or mining operation, sup- 

dus ply of products and services, equipments and engineering. To select the 
E right partner, come and meet Cogema in order to compare. Objectively. 


кус 


COGEMA 


The nuclear fuel company 


Zr rue Paul Dautier. BP n" 4, 78141 Vélizy- Villacoublay. Cedex: 
- Tel. 33 (D 3946 9641. Telex Совет 697 833 
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The Hua Tinc 
Shanghai S Maje: 


Shanghai. A remarkable city, steeped: in 

China's cultural lifestyle A tenting city of 

endless: colour and variety. Bustle and energy. 

DAS Tg 7 European architecture. Charm апа. mystery, 
d NOM “Spanning. the. -Huangpu . River “tributary 0f 

_ China's mighty: владе. Shanghai ds renowned 









s where ‘China орел. the doors 6 todays 


And where: Shani 






; Hotel: A majestic n new landmark ih China’s 
largest metropolis. When you come to Shan; 
come: to the Hua Ting Sheraton Hotet. 


Opening Late November 1986 





die. 





"heraton Hotel. - 
ic New Landmark. | 
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Hua Ting Sheraton Hotel d Shanghai 


The bospitality people of SEE: 





2 z $ Sheraton Worldwide’ Reservations Instant, confirmed reservations dl over 500 Sheraton Hotels worldwide. 
his но. Kong 3- 7393335 Kuala Lumpur 243-7522 ipt 532 mad akarta 3002082: Or: See: your Travel: Agent 









ANDRÉ WEINFELD USED A HASSELBLAD TO SHOOT RAQUEL WELCH 


HASSELBLAD 


Victor Hasselblad AB. Box 220, 5 401 23 Goteborg, Sweden 


Vous laissez tant d'éclat derrière vous. 





Lumière 
ROCHAS 


PARIS 


IT IS A MOMENT YOU PLANNED FOR. REACHED FOR. 
STRUGGLED FOR. A LONG-AWAITED MOMENT OF SUCCESS. 
OMEGA. FOR THIS AND ALL YOUR SIGNIFICANT MOMENTS. 


DRA 
АШ 
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Borough of Wandsworth. 
Industry ple, Lister Hospit ; 


MD 110. 





















































The exchange that's smarter than the rest. 


In short, you ean do more with your 
telephone system than you would 
ever have thought possible. Includ- 
ing data transmission and network- 
ing. As well as making light work 
of all conventional exchange fune- 
tions. 

Developing such an advanced 


We're rather proud of the simple 
^onius designed into our new 
tehange (PABX if you'd rather be 

technical). We've given each 
module its own "brain", so it can 
Work independently. For flexible 

- siting. For simple expansion. For 
freedom when reorganizing. And 


the MD110. 














Гог utter reliability. Simple is beau- exchange has taken a long while vent 

> tiful. But it's also highly efficient. (110 years in fact) but then the 

~ A So you can also shrink distances, MD110 is going to define the state БЕЙИН? 
tieing in remote locations for great- ofthe art for a pretty long while. иш 
er efficiency, while still giving them So why not find out more about AU 
autonomy as private exchanges. what you should be expecting from ANDRESS: 
You can pool resources as well, for- your exchange, and about how the COUNTRY 


Ericsson MD110 can help you, by 
clipping the coupon today or by 
phoning us. 


ERICSSON 


warding enquiries where they 
belong, anywhere in the system, 
without the caller having to redial. 


TCB Building 


Singapore 2158 


есета 


For ПО years Ericsson has been a dynamic force in teleeommunications, Ericsson Information Systems’ products span 


tele- and data communications, perscnal computers and business systems. 
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Look on it as a simple piece of 
intelligence work. 


CU] want to decide for myself. 
[1 Please send me full information on 


LJ Please send me information about 


other Ericsson telecoms products. 
Please arrange for your representative 


LM Ericsson International AR 


92] Bukit Timah Road 























Saga Petroleum, 
|, Vesta Hygea. Sau- 
Al-Hada Hospital, 
slamic University, 
King Saud Univer: 
al Diwan. Spain 
, Handelsbanken, 
Bank Ltd, Police 
k, Royal Thai Air- 
zuela Banco Con- 
ro Simon Bolivar, 
Allied Dunbun- 

G, The BOC Group, 
neil, Investors in 











&rebciences,Sun Alliance, TV Times. - 








Green light 
for business. 


North America, the Middle 


East: places where business is 





fundamental. 

From electric cables in 
Jeddah to petrochemical engi- 
neering in New York, there's 
a billion opportunities. 

Banque Ir.dosuez is in all the 
major countres in the Middle 
East. Al Bank Al Saudi Al Fransi, 
our affiliate, is among the fore- 
most banks in Saudi Arabia. 

And we're in all the major 
business centers in North 
America. With Banque Indosuez 
you've got the green light for 
business. 

Banque Indosuez, present in 
65 countries, opens up a whole 
world of opportunities. 


etches BANQUE INDOSUEZ 
Head office : 96, boulevard Haussmann, 75008 Paris 


NEW YORK: engineering 


JEDDAH: electric cables $ 


BANQUE INDOSUEZ. 
A WHOLE WORLD OF OPPORTUNITIES. 
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put down 


“numerous "socialist" scalps on his belt, 


ousting of Hawke: from power. To the 


1. does notconsider them up to the job. 


“ors” are wary about dismissing a man 


- polished players. 


sweeping deregulation and freeing of 


_ northwest of Brisbane. By unrelenting | 


‘Petersen has carried an unquestioning 








USTRALIA 


Joh’s staying power 


‘National Party retains Queensland in elections 


By. Hamish McDonald in Sydney 
he tough brand of rightwing politics 

“nurtured in | Australia's |. "Deep 
North" state of Queensland has been 
reinforced by the unexpected outright 
victory in state elections of veteran Pre- 
mier Sir Johannes Bjelke-Petersen — 
with- implications at federal level 
perhaps as unsettling for his allies in the 
conservative opposition азот the. Aus- 
tralian Labor Party (ALP) government 
of Prime Minister Bob Hawke. 

Were it not for Bjelke-Petersen's rec- 
ord in nosing out winners and losers, 
his election win on.1 November could be | 

simply to practised affinity | 
with à parochial-minded electorate and | 
a well-refined gerrymander in favour of | 
his rural-based National Party — both 
peculiar to his sprawling tropical state. 

Heading the only non-Labor govern- 
ment in the mainland states and with 


allegiance to traditional: values, while 
his speech retains a farm-boy folksiness 
interlaced with exclamations such as j 
“By Golly!” and "My goodness me!" A 
non-drinker, he railed in his early career « 
against gambling and drunkenness. For | 
years he spoke bitterly against introduc- 
tion of the standard 40-hour working « 
week in the early 1950s. | 

His government has upheld “moral- 
| ity" by banning magazines such as | 
Playboy, conducting raids on clinics | 
that carry out abortions; апа burning... 
doin hippy settlements on remote | 
northern beaches. Aborigines have | 
been: kept under a paternal hand on | 
their reserves. Fearing a republican E 














Bjelke-Petersen has. set as his goal the |? 


discomfort of the leaders of the federal 
opposition — the Liberal Party under: 
opposition leader John Howard and the 
National Party under lan Sinclair — 
Bjelke-Petersen has made it plain he 





Опе remedy heis considering is a 
move into federal politics himself, on | 
the face of it a ludicrous ambition for a | 
man nearing his 76th: birthday whose 
speech patterns, according to.a British, 
specialist's analysis tabled by the 
Queensland ALP in state parliament. 
showed signs of encroaching senility. By 
now, however, even many “southern- 


with a long record of outwitting more 





Bjelke-Petersen’s opposition. to . 
trade unions, his espousal of free-enter- 
prise and his belief in restoring incep- 
tives Буа low tax regime — often easily 
categorised i in centre-based political cir- 
cles as a “banana republic" blend — 
have in recent. yi ats. been picked ир by . 
the. growing “new Right” who want 


wave in the rest of Australia, Bjelke- - 
| Petersen legislated to assure state sover- 
eignty: by making. ipit Elizabeth the 
"Queen of Queensland." 












AU side of his governmen 
moral code has come under persist- | 
ent criticism over the vears. Under 
Bjelke-Petersen the state economy. 
branched out from sugar, beef and fruit | 
into resources development and tourism, 
much of it pinned on Japanese markets. | 
Starting with share issues from: the.) 
aluminium company Сотаісо in .1970 
(just. after state authorities . forcibly 
shifted .an Aboriginal community to 
make. way for its bauxite mine at 
Weipa), Bjelke:Petersen and ministers 
have been attacked for disregarding 
normal precautions against conflicts of 

st. Key licences, it. has been | 
ged. s 










capital precisely to avoid that outcome. 
Son of a Danish-born Lutheran pas- 
tor, Bjelke-Petersen left school at 13 to 
help. run the family's dairy herd and | 
clear bush on their land at Kingaroy, 


ery and aircraft, he built up a consider- 
able contracting business in opening up 
new land and harvesting peanuts before 
entering state parliament in 1947. He 
became premier in 1968. 

Front his family background, Bjelke- 







| 
| 
| 
| 
work and introduction of heavy machin- | 
| 








; month-long state of emérgeti y 


| permission for street. demonstratio 


; he recovered by inducing di 
; from Liberal ranks to govern 

| precariously in. his party's own right. 
| sen appeared to: have pushed his 


j campaign openly against corruy 


political associates had been tainted in 
various fimancial scandals. 


опа, throwing just as much mud al 
‘each other as against Labor. Liber 


to countenance any notion of a return to 
-coalition. Even if in a minority position. 


| forma government by state Govern 
“Sir Walter 


j- burst 
against i instability 


41 in the old 82-seat parliament), on a” 


— while the Liberals got 10 seats (previ 
ously ҮН), with 16.4% of ‘the vote 

























demonstrators threatened tc 
tour by the South African rugby tean 
1971, Bjelke-Petersen clare 


spected police commissioner, resigne in 
1976:allegedly because the govern 
undermined action against brutal offi 
“ers, Legislation i in 1977 required police 





| without appeal to the courts. In 1 
the state government outla 
| in key industries: 

ноп. E f 

‚ Bjelke-Petersén a j 

to take. over .some aspec 
Queensland ALP machine in pow 
virtually 50 years until falling а 
1957, The pro-rural electoral bias cz 
to favour conservatives: Byelke-Pe 
sen retained it and refined it to bottle 
Labor strength i in à few electorates, 
„When the junior partner in his co 
tion, the Liberals; baulked at the trend 
of politics three years ago Bjelke-Pete 
sen's grip seemed fatally weakened. B 













By the latest elections, Bjelke 










too far. The Liberals had come ow 








‘cronyism” — joined by a senior figu: 
in the National Party itself, promin 
businessman Sir Roderick Proctor. 

embarrassing number of the premi 
















. With opinion polls showing a swin 
against the. National Party, the election 
became a three-way fight withthe Li 
erals and the National Party, or the Na. 


















leader: Sir William. ‘Knox:-and» Labor 
leader Neville Warburton voiced со 
dence that at the very least, the Nation: 
als would not gain an outright majority. 
Bjelke-Petersen steadfastly. refused 
















he counted on being. commissioned to 


Campbell. His:first act, he 
ewould be to call new elections.so 
that the: peaple would get the resu 
right. | 
пре event, a last-minute campaign 
‘by | Bjelke-Petersen warning 
and | uncertain 
his favour — and ré- 
ssibility of a constitutiona 
nary count gave the Na- 
of the 89 seats (as against 























by about. 0.5% to 39.4% : 












рог 31 seats (32) with 
“п 











































































| Viadivostok-taking 


„Ву Susumu Awanohara 


of international high politics. 


Ithough Soviet leader Mikhail Gorbachov's Vladivastok 
speech on 28 July was received with utmost caution in 
| both China and Japan, it certainly has not been ignored. The 
' overtures contained in the speech have been hotly debated in 
Peking and Tokyo — as in other diplomatic capitals of the 
vorld — where Gorbachov has upstaged. other protagonists 


Caution at the speech resulted from fear of traps and 
nderlying harshness — a fear of Soviet diplomacy carried 
‘over from the past. But caution also followed the current as- 
-sessment that, stripped of conciliatory rhetoric, Gorbachov's 








issue. 





tential, 





ert Delfsin Peking _ 
ШШ Soviet leader Mikhail | 
Gorbachov's Vladi- | 
vostok speech on 28 
July has pushed for- | 
ward the agenda for 
Sino-Soviet relations. 
Althoügh Chinese di- 
ё =. plomats. have played 
o "Gorbachov's concessions to 
hina on the two countries’ long-stand- 
ing border dispute and on Afghanistan, 
the scheduled resumption of border 
talks in Peking in February 1987 15 said 
уреа direct result of the Soviet leader's 
péech. 
_ Perhaps more important, Peking has 
odified its public. position оп condi- 
ons for improved relations with Mos- 
cow. Chinese leader Deng Xiaoping's 
atement on 2 September that he would 
travel to the Soviet Union for a summit 
with Gorbachov if the “main obstacle" 
of Soviet support for Vietnam’soccupa-_ 
tion of Cambodia were removed wasin- | 
tended to retake the initiative in the 
ublic- dialogue with’ Moscow. But it 
Iso. clarified what mayt be C hina’ $ real: 





'spite China's tepid in response to thé 
peoch itself. Peking’s playing down of 
he significance of renewed communist 
arty links with East. Germany апа 
‘other East European Soviet allies was 
an attempt to temper the momentum. 
27 Miadivostok also demonstrated to 
Chinese that Gorbachov may in- 
deed be a more challenging leader than: 
re decessors, as well as more : flexib 

















new, Chinese Communist Party Central 


papi addressed two of what China main- 
| tains are the three obstacles blocking 
| improved '"Sino-Soviet relations: 

Soviet. invas.on of Afghanistan and the 


Although largely disre 
marathon speech was à 
lar the failure of the Soviet Far East to implement 
reach growth targets and realise its enormous econom 


speech in fact offered very little. Concessions towards China 
hinted at in Vladivostok seemed only symbolic, at most tacti- 
cal. Furthermore, all Gorbachov appeared to be offering 
Japan — ап irredeemable ally of the US, from his viewpoint 
— was an invitation to help remedy the ailing Soviet econ- 
omy, unhindered by the two countries’ intractable territorial 


. At the same Jime, Vladivostok offered more evidence 
that Gorbachov is serious about domestic economic reform. 


garded abroad, the first half of his 
out the Soviet economy, in particu- 
аве 
с po- 


Vladivostok also suggested that while still putting forward 
vague and all-embracing proposals that are considered either 


* 








and capable of bold initiatives, under 
whose leadership the glacial contours of 
Soviet policy may become more fluid 
and difficult :o anticipate. 

The key elements of Gorbachov's 
speech relating to China. were the an- 
nouncement that. six. Soviet regiments 
would be withdrawn from Afghanistan 
before the end of the-vear, that. some 
Soviet troops: may be withdrawn from 
Mongolia and that Moscow was рге- 
pared to discuss "commensurate lower- 
ing of the level of land forces" in the Far 
East with China. 

He also suggested that the disputed 
border along the Amur River, the site of 
border skirmishes in 1969 and 1970, 
could * "pass along the [river's] main ship 
channel," indicated Soviet assistance 
would be available. to China's recently 
restarted Xinjiang railway project link- 
ing Urumqi :o Kazakhstan and propos- 
ed cooperation with China in space ex- 
ploration. 

The proposal.on the Amur River was 











Committee secretariat member НиО 


“later told an Asahi Shimbun news dele-.. 


ion from Tokyo. And Gorbachov 














the 


deployment of Soviet forces on China's 


northern bcrder. Chinese leaders ~~ 


and US officials here — question the 


significance of these initiatives. 
Se Apparems ly the C раев end 








"China is wary of Gorbachov's new proposals on Asia 


Soviets bearing gifts 


did not anticipate the initiatives Gor- 
bachov posed in the“ Vladivostok 
speech. On 6 August, a Chinese Foreign 
Ministry spokesman said: "We have 
taken notice of the speech and are 
studying it.” However, there was no 
real response to thé speech until mid- 
August, when Foreign Minister Wu 
Xuegian told Soviet Chargé d'Affairs 
V. P. Fedotov that the speech “is still far 
from the removal of the three major ob- 
stacles and evades, in particular, the 
question of. withdrawing Vietnamese 
troops from Cambodia — matters which 
the Chinese side is most concerned 
about." 

That China had decided-to substan- 
tially modify its public position on nor- 
malisation of relations with the. Soviet 
Union did not become clear until Deng’ 
2 September statement that he woul 
meet Gorbachov in Moscow if the "main 
obstacle" to normalisation was removed. 


elivered in a TV interview. with 

American journalist Mike Wal- 
lace, Derig's rejoinder to Gorbachov's 
proposals captured. headlines around 
the. world.and placed.the ball back in 
"Gorbachov's court — though it did not 
weaken the i impression that an improve- 
ment in Sino-Soviet relations might be 
in the offing. 

"Among the three major obstacles, 
the main one is the Vietnamese aggres- 
sion. against Cambodia," Deng told 
Wallace, "for China and the. Soviet 
Union are actually in a state of confron- 
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ninp to address head-on specific problems — or obstacles, as 
Peking calls them — in Moscow's international relations. He 
is thus making Soviet diplomatic performance susceptible to 
test against commitments made. 

Suffering from a long-term erosion of its position in the 
Asia-Pacific region, the US feels defensive. Gorbachov's 
successes may mean the eventual loss of Washington's 
“China card” or a resurgence of the anti-nuclear sentiment in 
Japan (and elsewhere), which could in turn dampen Japan- 
ese enthusiasm for President Reagan's Strategic Defence In- 
itiative programme. ; 


Е Be recent pilgrimage to Moscow by North Korean Presi- 
dent Kim Il Sung has raised the question anew of how far 
Gorbachov would go in pursuing the (inherited) policy of 
sucking Pyongyang into Moscow's own sphere, despite the 
Chinese concern that this may become the “fourth obstacle" 
to better Sino-Soviet relations. The US, Japan and South 









* meaningless or deceptive in the West, Gorbachov was begin- - 

























Korea — the fhree countries which Gorbachov accuses 
forming an “Eastern Nato" — are also worried abow 
cow-backed Kim. ? | gh 
Washington and Tokyo's nervousness about Gorbachov 
advance into the Asia-Pacific region is justified at least in оре 
sense. His predecessors did so badly in the region — pushing, 
threatening, sneering and spying, while being unable to offer 
tangible economic benefits — that Gorbachov may make im 
mediate headway by simply behaving normally. Beyond 
that, if successful domestic economic reforms generat 
Soviet trade with the region and if Gorbachov is able to pre- 
vail over forces that resist making substantive diplomatic: 
concessions, further penetration into the region will become 
possible. d i 
Three months is hardly long enough to assess the гере! 
cussions of a wide-ranging Soviet foreign policy initiativ. 
Yet enough has happened following the Vladivostok sp 
to warrant a tentative stocktaking, focusing on 
Asia. э 
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[Cambodia] has earned the right 
' to choose its friends and allies. It 
is impermissible' to try to draw 
back into its tragic past, to decide 
the future of that state in distant 
capitals or even the United Na- 
tions." 
This was tantamount to sayin 
that Cambodia's Vietnam-dor 
“nated status’was irreversible: 
making the Soviet position tt 
main obstacle blocking norm 
sation rather than just one among 
three equals, China avoided 
obligation to make a substan 
reponse in kind. de 
Even so, Peking could hard 
ignore Gorbachov's proposals 
toto. Speaking 1 e | 
delegation, Deng said the 
divostok speech "did not si | 
“major step in the normalisation 
of Sino-Soviet relations" and he | 
was sceptical about Gorbachov's 
proposed withdrawals from Af- 
ghanistan and Mongolia. Ho 
ever, Deng did acknowledg 
there. were some new. points in 
the proposal and noted with ap 
proval that the Soviet leader had 
acknowledged the existence. 
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territorial dispute, which 
hoped could. lead to border 
negotiations. | 




















tation . . . which takes the form of pit- 
ting Vietnamese armed forces against 
China.” 

On 3 September, Deng told a delega- 
tion from Komeito, a Japanese opposi- 
tion party, that the proposed with- 
drawal of Soviet troops from Afghanis- 





withdrawn represented only 5-776 of 
Soviet forces there. And Deng said that 
since Soviet bases and facilities in Mon- 
golia were to remain under Gor- | 
| bachov's proposals, any Soviet forces 
withdrawn along the Sino-Soviet bor- 
der could be redeployed there -quick- 
ly. 


likely. 






aircraft | Interceptors. 


| only issue that did not impinge on Soviet | the 

| national security. Given the Soviet rec- 

tan was unsatisfactory, since those to be | ord of intransigence, Chinese leaders 
may have believed that concessions on 

| any of the obstacles were equally un- 

| 

i 

H 

| 

| 


|! concession on Cambodia at Vladivos- 
tok. But alluding to Moscow's consis- 
tent. refusal to discuss Cambodia on a 
bilateral basis with. China, the Soviet 
. Prior to the Vladivostok speech. | leader said: "Through its suffering. 


| 

Gorbachov had made по hint of a | speech. But from a. post. Vladivostok 
| 
| 


vice-ministerial level. in early 
1987. 

Preparations for restoration of 
;party-to-party relations with the Soviet 
Union's East European alliés were well 
under way at the time of Gorbachov's 


perpective, the flurry of visiting East 
European officials, headed by Polish. 
and East German leaders Wojciech 
Jaruzelski and Erich Honecker, seemed 
| to suggest a normalisation оѓ Sino- 
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Soviet relations by proxy — despite the 
absence of specific positive responses by 
Chinese leaders to Gorbachov's speech. 

The significance attached here to the 
expected restoration of party-to-part 
links during Honecker's October visit 
was considerably undercut by the 
Chinese claim that party ties with the 
Soviet ally had never been severed. 

US Defence Secretary Caspar Wein- 
berger's October visit to China, where 
he was warmly received, and the 
Chinese announcement that US war- 
ships would make a port call at Qingdao 
in early November, proved useful in 
counterbalancing the v dee of any 
precipitous lean on Peking's part to- 
wards Moscow and the Soviet bloc. 

The Soviet Union remains the most 
likely military and political adversary of 
China's for the next century. There is un- 
easiness in Peking over the Soviet mili- 
tary prescnce in Vietnam's Cam Ranh 
Bay and in Danang — which China's 
navy chief, Liu Huaging, once charac- 
terised as "advance bases extending 


.| Will Nakasone rush in 
| where some fear to tread? 


By Susumu Awanohara in Tokyo 
Soviet leader Mikhail 
rds 







Gorbachov is keeping 
MA GL Japan in suspense. In 
A an important foreign- 

LB policy speech deliver- 

EXE cd in Viadivostok in 
July, Gorbachov said 
СИБИ) an exchange of visits 
with Japan "at the highest level" was in 
the works. The Japanese want him to 
come in January 1987, but Moscow has 
not committed itself. 

The suspense over summitry is com- 
pounded by concern in Tokyo that Ja- 

anese Prime Minister Yasuhiro 

akasone may rush in and give away 
too much — either for his personal gain 
or in what many here would consider an 
ill-advised attempt to score a break- 
through in bilateral relations. Relations 
have long been immobilised by a territo- 
rial dispute over four islands off Hok- 
kaido, Japan's northern-most main is- 
land. 

After the "failure" of the Reykjavik 
pre-summit meeting between Gor- 
bachov and US President Reagan in Oc- 
tober, some here are predicting that 
Gorbachov's proposed Japan visit will 
be postponed indefinitely. Others, how- 
ever, say he is sure to seize the opportu- 
nity — before the US-Soviet summit — 
to visit Japan with his attractive wife 
Raisa, play the anti-nuclear crusader 
and try to dent Japan's commitment to 
participate in Reagan's Strategic De- 
fence Initiative, or "Star Wars," pro- 
gramme. The government has appealed 
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[Soviet] combat capacity into the South 
China Sea." 

The Soviets are believed to have re- 
cently supplied North Korea with 
MiG23 fighters, sophisticated surface- 
to-air missiles and new tanks. Over- 
flights of North Korea by Soviet recon- 
naissance · aircraft traversing (Һе 
Chinese coast have been taking place 
for at least a year. On at least one occa- 
sion, in October 1985, Chinese fighters 
scrambled to intercept Soviet jets near 
Shanghai, Japanese reports said. Party 
General Secretary Ни Yaobang com- 
plained about missions by "Soviet spy 
planes" to Roman Malinowski, speaker 
of the Polish Parliament, in June — not- 
ing that "since the beginning of this year 
we have counted about 30 of them." 


T* extension of the Soviet military 
presence and influence in North 
Korea is understood to be a source of 
anxiety in Peking, though the process is 
seen as inevitable as long as a state of 
confrontation persists in Korea. 


for calm and composure lest Tokyo 
should appear too cager for the visit. 


The prospect of a Gorbachov visit is xt 


imd 4 great attention here. This is 
despite the fact that Tokyo-Moscow re- 


lations have been marked by conflict, | 


that the Japanese do not feel any moral 
debt towards the Soviet Union as they 
do towards their neighbours because of 
World War II, and that the Soviet 
Union remains among the Japanese as 
one of the most disliked of countries. It 
is after all a superpower. Since the end 
of World War II, four Japanese prime 
ministers have visited Moscow, but no 
Soviet leader has yet set foot on Japan- 
ese soil. 

Nakasone's Moscow trip in 1985 was 
only to attend the funeral of Konstantin 
Chernenko, Gorbachov's predecessor. 
The Japanese leader hassince wanted to 
pay Gorbachov, whom he described to 
the Japanese parliament as "intelligent 
and dignified,” a proper visit — thus 
"winding up the post-war era" and com- 
pleting his vaunted diplomatic strategy 
of “consolidating Japan's bond with the 
US, strengthening relations with China, 
South Korea and Asean, and then fac- 
ing up to the Soviets." Nakasone re- 
cently made his second trip in office to 
Seoul and is about to visit Peking, also 
for the second time. 

The popular feeling here that it is 
Moscow's turn to visit Tokyo aope: 
rently suits Nakasone, who could claim 
that a Gorbachov visit is in itself a feat 
and for whom it is more important to 
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Soviet naval vessels, including the 
cruiser Minsk, visited North Korea's 
east-coast port of Wonsan in July, and a 
Soviet air force Flying Corps delegation 
landed at an undisclosed location for 
celebrations marking the 25th anniver- 
sary of the Korean-Soviet treaty of 
friendship and mutual assistance. More 
disturbing were unconfirmed reports 
that Pyongyang had approved a Soviet 
port call to Nampo, on the Korean 
peninsula's west coast, facing China's 
Liaodong peninsula and Dalian. 

Chinese President Li Xiannian, ac- 
companied by Foreign Minister Wu, 
made an unexplained visit to Pyongyang 
in early October where he met North 
Korean President Kim Il Sung and dis- 
cussed, among other issues, the Cam- 
bodia problem. Kim's subsequent visit 
to Moscow on 22-27 October was nót an- 
nouncedin advance, norare the contents 
of his talks with Gorbachov known. 

China's foreign-policy establishment 
was initially sceptical that change 
under Gorbachov were more thar 





produce tangible results in Japan's 
favour from his expected return visit to 
Moscow. Moreover, if these two trips 
can be pulled off at the right times, 
Nakasone might win yet another exten- 
sion of office, beyond October 1987. 

The Japanese were surprised and a 
little baffled by Gorbachov's declared 
determination to visit Japan. They had 
also been surprised by the smoothness 
of Gorbachov's new ambassador to 
Japan, Nikolai Solovjev—who for once 
is not a party functionary but a profes- 
sional diplomat fluent in Japanese — 
and by his foreign minister, Eduard 
Shevardnadze, who flew into Tokyo in 
January. Shevardnadze's visit was the 
first by a Soviet chief diplomat since the 
dour Andrei Gromyko came to Tokyo 
in 1976. 

There have been misgivings — not 
least at the Foreign Ministry — at 
Nakasone's response to all this. given 
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cosmetic, but now there is growing sen- 
timent that Gorbachov may be a new 
kind of Soviet leader, far more able to 
make bold initiatives and flexible re- 
sponses than his predecessors. If this is 
so, it may pose as many challenges to 
Chinese diplomacy as opportunities. 


I: a broad sense, the Vladivostok 
speech seemed to express a belated 
Soviet realisation that the next decade 
or so may mark the beginning of an 
Asian-Pacific-dominated 21st century 
and the поне that the Soviet Union сап 
still be dealt into the game. 

'This would mean broadening, if not 
abandoning, Moscow's decade-long 
identification of Soviet interests in Asia 
with its crippled client, Hanoi. The 
Soviet military toehold at Cam Ranh 
Bay'and Danang, and links to Moscow's 
other ailing Indochinese clients pale in 
comparison to US political, military and 
commercial ties thoughout the region — 
including those with China. 

Some analysts interpret the. 27th 





his proclivity for opportunism and 
showmanship. Worried that Nakasone 
may give rise to a "dual diplomacy," the 
ministry had already opposed (unsuc- 
cessfully) his reorganisation of the 
Prime Minister's Office, giving it a li- 


mited foreign-policy function, and 
frowned on his use of maverick advisers 
who cut through bureaucracy. 


D suspect that the Foreign 
Ministry has quietly been preparing 
for Nakasone's Soviet diplomacy by 
placing hawkish “Moscow-service” per- 
sonnel in key positions. While being 
"internationalist" and relatively liberal 
on most other matters, the ministry, and 
particularly its Moscow-service officers 
— a loose reference to those who have 
studied Russian and have worked in 
Moscow — are known for their sceptical 
and often hostile attitudes towards Mos- 
cow. 


Soviet party congress, presided over by 
Gorbachov, in October 1985 as signal- 
ling a reassessment of the costs of Mos- 
cow's Third World clients, which were 
estimated to have reached US$36-45 
billion annually by 1980. 

The possibility that such rethinking 
might extend to Indochina was raised 
by Vietnamese Communist Party 
General Secretary Truong Chinh dur- 
ing an August meeting with Gorbachov 
in Moscow. The Vietnamese leader said 
on 19 October that due to shortcomings 
and mistakes "the country's latent po- 
tential as well as the great assistance of 
the Soviet Union and other fraternal 
Socialist countries . . . were seriously 
squandered and faced the danger of 
being exhausted. ^ 

The Soviet Union discussed Cambodia 
bilaterally with China for the first time 
during the ninth round of Sino-Soviet 
normalisation talks in October, though 
only to urge that China agree to talks 
with Vietnam. China insists on the with- 
drawal of Vietnamese troops from Cam- 


For example, Hirokazu Arai, who 
visited Moscow in 1973 with former 
prime minister Kakuei Tanaka, now 
heads the information-analysis bureau. 
Kazuhiko Togo, secretary to Foreign 
Minister Tadashi Kuranari, and direc- 
tor of the press division, Hideaki Ueda, 
are both young Moscow-service high- 
flyers. 

Opinion is divided on whether the 
advance of the Moscow service within 
the ministry represents Nakasone's own 
initiative, or a pre-emptive move by the 
ministry's senior bureaucrats to check 
Nakasone or the outcome of a struggle 
between the two. A senior ministry offi- 
cial told the REVIEW that even if there 
are significant patterns in the line-up. 
they are purely accidental. 

owever, there is little doubt that 
Kazutoshi Hasegawa, who recently 
ended his duties as the longest-serving 
secretary to Nakasone and returned to 
the ministry as deputy head of the Euro- 
pean affairs bureau covering the Soviet 
Union, is a Nakasone loyalist and pro- 
tégé. Hasegawa reportedly will head the 





bodia as a precondition to negotiations. 

Despite Soviet vows never to pres- 

sure Vietnam to withdraw, any sign that 
Soviet enthusiasm for Vietnam’s ven- 
ture in Cambodia was diminishing 
would trigger much hard thinking in 
Hanoi. Recently, there have been hints 
that Hanoi may be ready to acknowl- 
edge that Cambodia is an international 
pot ki gis. е security of Thai- 
and as well as Vietnam. There have 
also been indications that China might 
be willing to push its anti-Vietnamese 
Khmer Rouge allies towards settlement 
of the Cambodia conflict. 

Speculation that progress in solving 
the Cambodia problem may be possible 
can be attributed in part to the impact of 
Vladivostok. But Deng, when he told 
Japanese visitors on 3 September that 
he thought improvement in Sino-Soviet 
relations was unlikely, added that even 
if Gorbachov decided to resolve the 
Cambodia problem, relations would not 
reach the "honeymoon period" of the 
1960s. п 


ment — аге wary of such cooperation, 
which would give the Soviets access to 
capital and technology. 

Another and more remote possibil- 
ity is that Nakasone would make a deal 
with Gorbachov on the Northern Ter- 
ritories off Hokkaido, comprising the is- 
lands of Habomai, Shikotan, Kunashiri 
and Etorofu. The speculation is that 
Nakasone may be offered and settle for 
just Habomai and Shikotan — the is- 
lands closest to Hokkaido — if he can 
claim to the Japanese public that the 
struggle for the return of the two other 
islands continues and if he can gain 
major Soviet concessions for Japanese 
fishing rights in the seas off Hokkaido. 


| Constrained by Soviets, the Japanese 
_ fishery industry has lobbied quietly for 
_ compromise. 


ariations of such a partial-settle- 
ment scenario are bandied about, alon 
with examples of supposed territoria 
concessions Moscow has made in the 


| past. The Foreign Ministry is stressing 


group preparing for Gorbachov's visit. | 


and will later take charge of the bureau. 

What can Nakasone bargain away to 
Gorbachov? One possibility is that the 
prime minister, encouraged by Japan- 
ese big business, will respond positively 
to Gorbachov's proposal to separate 
economics from politics in boosting bi- 
lateral economic cooperation. 

Japanese business enthusiasm for 
Siberian development has waned since 
the 1970s as the country succeeded in an 
energy-saving transformation of the 
economy following the two oil crises. 
But suffering from a strong yen and the 
loss of the Middle East market, busi- 
nessmen are eager to sell industrial 
plant and machinery to the Soviets. 
Many Japanese — and the US Govern- 


that Japan must have all four islands 
back. 

A further rumour is that Nakasone, 
egged on by his personal advisers, may 


| take the territorial issue to an interna- 


tional body such as the International 


|! Court of Justice. 


Moscow's position now is that the 
territorial issue does not exist. In 1956, 
when Japan-Soviet relations were re- 
stored, a joint declaration said the 
Soviets would hand over Habomai and 
Shikotan to Japan after conclusion of a 
peace treaty, formally ending World 
War II hostilities. The Japanese under- 
standing at the time was that the Soviets 
recognised the existence of a dispute 
over the other two islands. 

But in 1960. Moscow made the re- 
turn of Habomai and Shikotan condi- 
tional on departure of US forces from 
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Japan and has since insisted that the ter- 
ritorial issue was closed. In 1973 


= Tanaka, during his Moscow visit, man- 
| aged to insert a passage on outstanding 


"past problems" in the joint com- 
munique that came out of that trip. 
Tanaka is credited here for having re- 
the territorial issue, but the 
Soviets still insist the issue does not 
exist. 

Late in 1985, just before Shevar- 
dnadze's visit, Evgenii - Primakov. 


. head of a Moscow think-tank and а 
frequent visitor to Japan, dropped 


a hint to top Foreign Ministry officials 


that they should pay attention to the 


1956 joint declaration. This was inter- 
preted as a signal that the Soviets were 
reconsidering their position. Although 
the Soviets stress that Primakov does 


. not reflect the official view, he isseen by 


Japanese security agencies as a major 


player in the diplomatic game. 

A few weeks before Gorbachov's 
Vladivostok speech, in which he ex- 

pressed interest in the Pacific Economic 

Cooperation Conference (PECC) — 


| formally а private body made up of 
academics, businessmen and govern- 


ment officials of non-communist coun- 


= | tries in the region — Primakov was in 
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| Tokyo sounding out the possibility of 


Soviet participation as observers in the 


planned 16-19 November PECC ple- 


nary meeting in Vancouver. Japanese 
members of the conference, including 


| former foreign minister Saburo Okita, 


resisted eleventh-hour pressure from 
the Foreign Ministry to block the 
Soviets. who are now scheduled to at- 
tend. 

A Soviet offer of two islands would 
almost certainly divide Japan between 
those who want to accept it and those in- 
sisting on having all four islands back. 
Some speculate that Nakasone might 
have been able to compromise on the is- 


lands and still carry the nation and 


Japan's friends and allies aboard with 
him had he been able to maintain the 
momentum gained through his historic 
election victory in July. 

But now he is seen to have lost much 


. momentum after his former education 
minister, 


Masayuki Fujio, strained 
Tokyo's ties with Seoul and Peking іп 


September (REVIEW, 18 Sept.) and 


Nakasone himself made a faux pas by 
offending Blacks and Hispanics in the 
US (REVIEW, 9 Oct.). 

Finally, though it is not at all likely 
that Nakasone will reverse his recent 
decision for Japanese companies to par- 
ticipate in the Reagan administration's 
Star Wars programme, Gorbachov may 
encourage forces inside Japan that are 
opposed to the plan, 

Nakasone's room for manoeuvre is 
limited by critics at home and a worried 
Washington. But he will certainly aim 
for more than "defending the 1973 posi- 
tion" in Japan-Soviet relations, which 
the Foreign Ministry advocates. п 
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military manoeuvres 


By Daniel Sneider in Camp Higashi-Chitose, Hokkaido 


The "enemy" troo 

had landed on Wak- 
kanai peninsula, (с 
northernmost point of 


Japan. pointing to- 

wards the oviet 

А Union. Enemy air- 

{ Pal craft simultaneously 





launched attacks on air bases, radar 
sites and ports. In the waters to the east 
of Hokkaido enemy aircraft and sub- 
marines were on the prowl in wait for 
ships carrying reinforcements. 

In the mountains near Chitose, not 
far from Hokkaido's capital Sapporo. 
US and Japanese infantrymen counter- 
attacked in heliborne assaults. US Air 
Force А-10 Thunderbolt jets, dis- 
patched from their base in South Korea, 
screamed just above the treetops to 
launch their rockets at enemy tanks. 
Cobra helicopter gunships of the US 
Army's 25th Division, a rapid reaction 
unit for the Pacific base in Hawaii, rose 
from below a ridgeline where they were 
hiding, to fire their rockets in support of 
advancing tanks and soldiers of the 
Japan Northern Army's 11th Division. 

At sea Japanese and US destroyers, 
cruisers and frigates swept the seas, 
searching for enemy submarines. In the 
air Japan Air Self Defence Force 
(JASDF) and US Air Force jet fighters 
rose to protect their ships and regain 
control of the skies from enemy planes. 

All this was part of Keen Edge 87-1, 
the largest joint eel жу military exer- 
cise held to date and the first jointly in- 
volving forces from all three services — 
army, navy and air force. Some 10,000 
troops spent more than two weeks in 
joint training, culminating in a complex 
field exercise from 27-31 October which 


_linked together the ground, air and sea- 


based segments. 

The hypothetical “enemy” remained 
unidentified but there was little ques- 
tion that the two armies were preparing 
to meet a potential Soviet invasion. 
“The [Soviet] threat has increased sig- 
nificantly” in recent years, said Lieut- 
Gen. Charles Dyke, the commanding 

eneral of the US Army, Japan. A 
oviet attack on Hokkaido is a realistic 
scenario, he contended to reporters 
covering the exercise, in light of the 
“strategic significance of the straits” 
which Hokkaido borders, the exit 
routes for the Soviet Pacific fleet from 
its bases in Vladivostok. 

The Japanese side took great care 
however to play down the invasion 
scenario under which Keen Edge took 
place. US military sources provided the 
detailed setting while Japanese military 
officials stressed the importance of the 


experience of joint training, particularly 
between the three services together. 

Japanese sensitivity was heightened 
by the presence of eight aircraft, includ- 
ing six A-10 attack planes from US 
bases in South Korea. Previous US re- 
quests to have Korean-based units join 
exercises in Japan have been refused for 
fear their presence would imply a re- 
gional security link between Japan, 
South Korea and the US. It is a small 
but significant sign of the growing confi- 
dence of the ruling conservative gotern- 
ment in Tokyo that they gave the go- 
ahead this time despite vocal opposition 
from within the country and from Mos- 
cow, 

Indeed Soviet leader Mikhail Gor 
er ones accused Japan of join- 
ing a US-inspired ‘Eastern Nato’ in a 


banquet speech honouring visiting 
North Korean strongman Kim Il Sung 





only a few days before the final Keen 
Edge manoeuvres began. 

After the Iceland superpower pre- 
summit, Moscow is pointing to its offer 
of deep cuts in its arsenal of medium- 
range SS-20 nuclear-tipped ballistic mis- 
siles as evidence of its desire for "peace" 
in Asia. 


rime Minister Yasuhiro Nakasone 

and his cabinet have also gone out of 
their way to be supportive of the US 
stand at the Reykjavik meeting, even 
after Soviet Deputy Foreign Minister 
Mikhail Kapitsa visited Tokyo to offer 
Moscow's version of events there. The 
Japanese had already been briefed by 
Ambassador Edward Rowny, a top US 
arms control official who came straight 
to Tokyo from Iceland as part of the US 
post-Reykjavik effort to round up 
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Western support for their refusal to ac- 
cept Gorbachov's arms control pack- 
age. 

Nakasone eagerly adopted Washing- 
ton's interpretation that the pre-summit 
was not a failure and that significant 
progress had. been made. “This pro- 
gress, including the Soviet proposal for 
cuts in its SS-20 intermediate missiles. 
deployed in Asia," Nakasone said in a 
speech in Tokyo just after the summit 


ern camp." The Soviets, at Iceland, of- 
fered to reduce 58-20 warheads to zero 
in Europe and 100 (from Nato-esti- 
mated 513) in Asia, a concession from à 
previous refusal to accept less than a 
freeze of the Asian-based missiles. 
While the official Japanese position, 
reiterated to Kapitsa, remains а call for 
zero level in both Asia and Europe, they’ 
have privately indicated their approval 
af the possible medium-range missiles 
„ deal. “If everything is realised based on 


ministry official commented, “рагіси- 
larly in the area of deep cuts inmedium- 
range missiles, it would be appreciated 






Rowny told reporters during his brief 
» visit, "stress, as we do, that these are in- 
terim steps on the way to complete re- 
ductions. " 

The government has no apparent in- 
clination to blame the failure to reach 
agreement on the controversial 








| gramme on the Reagan administration. 
Nakasone, who gave the go-ahead in 
September (о Tokyo's participation in 






view that it was SDI which brouglit 
Moscow to make its concessions. 
With such attitudes: prevailing. in 


ars. The Keen Edge exercise is evid- 
ence rather of the expanding scope of 
US-Japan military cooperation. Such 
exercises, US military © officials 
explained, were aimed at increasing the 
“interoperability” of the two sides and 
at refining joint bilateral plans to defend 
Japan in case of an emergency. Such 


‚ сіѕеѕ are a relatively recent develop- 
' ment, only following a 1978 agreement 
on "Guidelines for Japan-US defence 
cooperation." 
he scale of Keen Edge is still sig- 
nificantly smaller than the annual Nato 
exercises like Reforger or even the 
month-long Team Spirit exercise held 
annually in South Korea. For the time 
being, says Lieut-Gen. Dyke, who came 
to Japan from command of an army di- 
vision in West Germany, they foresee 
only modest growth in the scale. “The 
threat is much different (from the Ko- 
rean peninsula),” he said. “We must 
-balance (the 
he size and i 












mediacy of the threa 








the American proposal,” a foreign 


by our government.” “The Japanese," 


Strategic Defence Initiative (SDI) pro- 


. concluded, “was made possible, first of |. 
all, by the unity of countries in the West- 





Tokyo, Soviet warnings’ about: falling”) 
into the arms of US-sponsored 'militari-:|- 
ation’ of the Pacific fall on mostly deaf 


joint planning and extensive field exer- . 


scale of the exercise) with 


SDI research, echoed the Washington | | 







vand whom the Soviets would like tocul- | 











Tokyo unmoved 


in his Vladivostok 
speech in July, Gor- 
bachov called Japan 
"a. major power of 
first-order impor- 
'tance". and extolled 
Japanese accomplish- 
ty ments in the fields of 
industry, trade, education, and: science 
and technology: E 

But alongside such flattery there was 
enough sting in Gorbachov's speech to 
provoke the Japanese Foreign Ministry 
to register objections with uncharacter- 
istic alacrity. Subsequent analysis of the 
speech by the ministry unearthed little 
thats new or positive. Those who are 
more sympathetic towards Moscow — 












tivate —— are still a tiny minority in Japan. 
A few days after the speech Takehiko 
Nishiyama, head of the Foreign Minis- 
try's European affairs bureau, told Soviet 
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Ambassador to Japan Solovjev that 
Tokyo could not agree with the passage 
which read: “Objective conditions... . 
demand an all-out [Soviet-Japanese] co- 
operation, based on healthy realism and 
in a tranquil atmosphere, free from the 
problems of the past.” The phrase 
"problems of the past" is the accepted 
expression for the, Soviet-Japanese: 
Northern Territories dispute. 
Likewise, Gorbachov's proposal for 
a "Pacific conference, modelled on the 
Helsinki Conference [of 1975] and al- 
lowing the participation of all countries 
with an interest in the Pacific” 
heightened Japanese suspicions. The 
Japanese wondered whether this propo- 
sal, like a series of carlier and similarly 
vague Soviet ideas on discussing Asian 
security, was not vet another attempt to 
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Moscow's flattery leaves 


| flection perhaps of Moscow's desire t 
| improve its inferior position in Asia vis 


| Tokyo's foreign policy, Japan cou 








forthe’ proposed Pacific con 





sheer propaganda, and Tokyohadn 










| nuclear principles, as reflected in the Ja 
| panese Constitution's "peace claus 


phasis on Western Europe, China and 
the US, with агт control being the 
“non-US regions is.calculated to enhance 
“Moscow's | position 


Washington, a Japanese Foreign Mini 
"try official said. US 


Japan Foreign Ministry: pro-US security network: 





their desire to import civilian techno 


aiming to, reduce tension with these 






















Soviet concepts for Asian security al 
call for the scrapping. of military al 
liances and the removal of foreign mili 
tary installations in the region — а. 







à-vis the US. Given that Japan's s 
rity treaty with the US is at the core 


possibly-go along with 
Nishiyama said. : | 

;Furthermore, Gorbachovhadt 
dacity to recommend Hiroshima as 


any such id 


"Why cannot this city — the first vi 
of the atomicevil —become the Helsink 
of the Asia-Pacific?" he said. This wa 






been consülted, Nishiyama complaine 
“Nishiyama denied  allegatio 
Gorbachov's speech that Tokyo's 


were increasingly being neglected 


"that a triangular military alliance was i 


the making aniong the US, Japan an 
South Korea at Washington's proddi 


"These points are all arguable and ho 


debated hére, but the Japanese di 
like them coming from Gorbachov; 
Analysis of the speech continue 
fter Nishiyama's representation. A 
though Gorbachov placed new em 


Japan; his diplomacy is still centred o 


ain objective: As was the case trad 
ionally; what Gorbachov does with 


in confrontin 


"The official said the Soviets are seri- 
bus about domestic economic reform: 
and to that extent may be sincere 
wanting better relations with the U 
Western Europe and Japan. Aside fro: 


“ogy to make up for their own shortcom: 
ings in’ this area, the. Soviets are also 


.powers as well as China so they can con 

centrate on economic reform, the offi- 
cial said: 

The officials personal. view is that 
the Soviets are pushing into the Расій 
region because they have been blocked 
in Europe and. elsewhere, and becat 
there is.a realisation in Moscow that 
‘has failed in the Pacific. The US has à 
whole network of security arrange- 
ments with Japan, South Korea, Taiwan 
and the Philippines—- against Moscow's 
good relations with only Vietnam. and 
North Korea — and has participated in 


| the development of East Asia’s dynamic 
freeze international borders, Nishiyama. | economies : 
П | told Solovjev. E von 



































































































emselves politically by. their diplo- 
macy of intransigence and intimidation. 





overnment officials told the REVIEW 
at while a return to the situation of the 
1950s — when the communist parties of 
these two countries had close ties — 
would be a "nightmare" for Japan; this 
was very unlikely. An official of an 
agency charged with strategic analysis 
id a supposed territorial. concession 
Gorbachov made to China in Vladivos- 
tok was conditional on joint development 
of the border areas in question. Peking 
was not interested, the official said. 


Aw official said that Moscow 
could probably achieve its objec- 
tive of advancing into the Pacific with- 
out full normalisation of relations with 
Peking and would thus try to improve 
relations on its own terms. However, 
€ Japanese fear that Moscow would 
r increasing economic aid to Peking, 






















believe, Moscow could play its 
card. against Tokyo as. well. as 
ngton. US. Defence. Secretary 
par Weinberger's announcement of 
S naval ship's visit to China in 
ovember was widely welcomed by 
Okyo's official strategists. 
_ The Foreign Ministry is the opinion 
ider in Japan when. it comes to the 
$, and few dissenting views are 


On Sino-Soviet relations, Japanese | 


rguing that Japanese technology is in- 
ppropri ie for China. Later, these Ja- 










defence. lobby who. want 
militaristic. response to the Si 16 
lenge in Asia and thus argue for an n early 
removal of all constitutional constraints 
on Japan's defence buildup. 
This lobby strongly supported the in- 
itiative Nakasone регѕопау {оок to 
globalise East-West arms-reduction: 
talks, ensuring that the results of talks 
on Europe — say, on medium-range 
missiles — would not adversely, affect 
Asia. There is also the noisy jingoism of 
the extreme Right, which regards any con-. 
tact with Moscow as an act of treachery. 
But this time, some young academics 
are questioning what they regard as the 
ministry's cold-war mind set, saying that 
against heavy odds, Gorbachov mày be 
pushing» for genuine reforms and a 





















- foreign policy that is new in substance as 


well as style. Не is there today because 
domestic pressure for reform has been 
building up for many years, these 
academics say. It would be a dereliction 
of duty for the ministry not to respond 
to Gorbachov's overtures if indeed they 
contain the possibility of a Tokyo-Mos- 


cow peace treaty and lasting stability'i in- 


the region one suggests. o 

‘Another academic feels. that the 
ministry too readily dismisses the sug- 
gestion that Moscow is really suffering 


in Afghanistan and wishes to. disengage.. 
Yet another. laments the refusal of minis- ` 


try ideologues: to. see that economic 
changes bring about changes in political 
and military realities: in: the long run. 





aul Quinn-Judge i in. Moscow ] 
“Mystery writer Aga- 
һа Christie. would 
probably do as well as 
‘most: analysts in- dis- 
cerning “the reasons 
for North Korean Pre- 
lE sident Kim I ne 
27 Oct 


Great Leader” is no 74 years old, and 


had a large lump on the back of his | 


neck. for some years, There ате, hows. 
ever, few if any factsto back. up specula- 
отоп Kim's health. The Soviets. are 
saying little, the North Koreans no- 
thing. 
Despite the mystery surrouriding the 
visit, Kim's presence here did underline 
Pyongyang's. increasingly warm» re- 
onship. with Moscow. As. ап Asian 
diplomat put it: "Something is wrong in 
Pyongyang. either politically, or. medi 
all Kim se t0 come her 
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Thé North. Korean leader: 


Sé : 
'sion to planes. In 1984, he 
to«Moscow —. some 6,000 km.—— by 


: used оп other even longer trips. - 


1 on 25 October, Soviet newspapers an- 








- | The implicat 


should. “drop 





i tion is that Japan, with eco- 
nomic prowess as a lever, ought to try to 


. help pragmatic elements in Soviet socie- 


ty, instead of forever seeing the Soviet 
Union as a monolithic evil empire. 

A more common view is that in order 
to meet the Soviet challenge, Japan 
must participate more actively in the af- 
fairs of. the Asia-Pacific region. Thus 
Tokyo ‘has: begun cooperating with 
Washington and Canberra to check 
Soviet penetration into the South 
Pacific. Of importance also is Japanese 
aid to China's modernisation efforts. 
China's successful modernisation would 
bring enormous benefits to Japan and 
the rest of the world, given China's po- 
tential influence on the. Soviets | in 
changing their lifestyles. and priorities. 
Japanese experts have argued. 


inologist Mineo Nakajima — who 
had long predicted, a Sino-Soviet 


rapprochement and argued that China's 


$o-called three obstacles to improved 
Sino-Soviet ties were nothing more than 
a ploy to assuage Western fears of this 
eventuality. — thinks that. Sino-Soviet 
relations will improve further; with the 
Soviets: possibly using Chinese labour 
for Siberian development. But this will 


“fot necessarily threaten Japan's secu- 


rity, he says, suggesting that Tokyo 
the "anti-hegemony" 
clause. — directed at Moscow — in its 
peace treaty. with China. 

But forthe time being, many Japan- 






































Somme Soviet specialists on Asia are still 
wondering. whether Kim's new. close- 


ness to their country. is based more on 
pique with China than anything else. 
But their government is doing its best to 
consolidate the relationship. 

The structure of Kim's visit was 
ge. It was arranged at short notice 
— diplomatic sources say not more than 
four to six weeks before Kim arrived. 
here, 
thoug i 


train, the means of transport he. has 





But.once he arrived, official ac- 
counts of his activities here created the 
impression that he did very little. The 
day after he came he visited the Lenin 
mausoleum. Ori 24 October, he had a 
working meeting with Soviet leader 
Mikhail. Gorbachov and attended а 
Kremlin banquet in his honour. Then 





| Kim had spent the day 
acquainted with Moscow 


t e trip | 











been known for his attachment to 
tourism. Over the weekend, he dropped 
out of sight completely, but did not 
leave. until the following Monday. 

Throughout’ the visit. Moscow 
seemed to be trying to strike a subtle 
balance between giving Кипа high- 
level. reception: and not drawing: too 
much attention to the visit. He was mel 
at the airport and accompanied on hi: 
departure by Yegor Ligachev. the sec- 
ond-ranking member of the Soviet 
politburo,. and President, Andrei 
Gromyko.:Kim had brief meetings with 
Gorbachov on arrival and departure. 
and one longer session. 


Cu of.the meetings in the offi- 
cial media, however, was cursory. 


| And in his short speech at the Kremlin 
‘banquet, Gorbachov did not take the 


opportunity to make any major policy 
statements — something he has done 
several times recently. He. did. how- 
ever, once again refer to Moscow's sus- 
picions that the US was trying to or- 
ganise ^something akin to an eastern 
Nato". with Seoul and Tokyo: No joint 
communique: was published. at the end 
of Kim's visit. 

The ambivalence is probably an ac- 
curate. reflection of Moscow’s attitude 
towards CUN А On the one hand, 
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ese accept the dominant view that even 
if the Soviets did indeed reform their 
economy, their basic policy. towards 
Japan — dictated by geopolitics — can- 
not change. Easy access from the key 
eastern naval port of Vladivostok to the 
Pacific Ocean is vital to the Soviets, par- 
ticularly in this age of long-range sub- 
marine-launched missiles. 

These missiles can reach the US East 
Coast from the Sea of Okhotsk, north of 
Hokkaido. But Vladivostok is virtually 
encircled by the bow-shaped Japanese 
main islands. It is only natural that Mos- 
cow would want Japan to abrogate an 
antagonistic military treaty with the US 
and if possible “Finlandise” Japan, 
making it a pliant ally, the theory goes. 

In the fortress-like Soviet Embassy 
in Tokyo, a diplomat complained that 
any Soviet proposal is still considered as 
propaganda. He said: "The age in which 
force determined the outcome of inter- 
yational disputes ended on 6 August 
(945 [the day the atom bomb exploded 
in Hiroshima]. 

Apart from a total ban on nuclear 
weapons, Moscow's long-term aim is to 
establish a system of peace and security 
in Asia that will only come in say 10-15 
years — after improvements in Mos- 
cow's bilateral relations, notably with 
China and Japan, and the resolution of 
conflicts in the region such as Afghanis- 
tan and Cambodia, the diplomat said. 

China is most important to Moscow 
"because it is a socialist country" and 


known to use recently — is 
an embarrassment to the 
Gorbachov generation of 
leaders. On the other hand, 
Moscow's relations with 
Pyongyang have improved 
dramatically since 1984, and 
the Soviets want to keep this 
~ rocess going. 

The improvement this 
year has been particularly 
notable. Two members of 
the politburo have been to 
Pyongyang this year — 
Foreiga Minister 4 Eduard 
Shevardnadze, a full mem- 
ber, went in January and 
candidate member Yuri Sol- 
ovyev led a delegation in 
July to mark the 25th an- 
niversary of the Soviet-Ko- 
rean Treaty of Friendship 
and Cooperation. The an- 
niversary celebrations were 
also marked by calls from 
high-level delegations of the Soviet 
navy and air force. 

Kim's leave-taking ceremony at the 
airport gave some indication of what the 
North Koreans might have been 
discussing in Moscow. In addition to 
politburo leaders, he was seen off by the 
ministers of light industry, wood pro- 
ducts and culture, and by a deputy 
minister of civil aviation. But, analysts 
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because the two countries share a 7,000- 
km border. As for Japan, Moscow 
wants better relations not because it 
wants Japan's high technology. but be- 
cause it must ensure its own security, 
which depends on the security of Asia. 
The Soviet Union realises that Japan is 
more than just an economic power and 
could play a positive political role inter- 
nationally. Moscow knows that Japan is 
the US' closest ally; thus it is wrong to 
accuse Moscow of trying to drive a 
wedge between Japan and the US, the 
diplomat argued. 

Washington is doing its best to de- 
flate Gorbachov's Vladivostok speech. 
In a satellite press conference with 
newsmen in Seoul, Sydney, Bangkok. 
Singapore and Tokyo on 19 October, 
Adm. Ronald Hays, commander-in- 
chief of the US Pacific Command, com- 
mented on that speech. “It essentially 
said: *Let’s not base our relationship on 
military blocs; let's conduct our affairs 
in a very peaceful. tranquil way." Who 
really can disagree with that? What you 
must keep in mind. . . is the difference 
between what is being said and what is 
being done," Hays said. 

Hays added: “Just this last week, we 
saw for the first time ever, I believe, a 
major naval exercise, a bilateral exer- 
cise, between the North Koreans and 
the Soviet Union just off the North Ko- 
rean coast in the Sea of Japan, a size of 
an exercise that we have not seen be- 
fore." — Susumu Awanohara 





say, this does not answer the question: 
why did Kim come? 

“He doesn't usually involve himself 
in such banal discussions as timber," an 
East European diplomat said. Morc- 
over, the Soviet Føreign Ministry told 
journalists that no agreements were 
concluded during the trip. “It was a 
friendly visit," a ministry spokesman 
said. п 
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Sport and 


strategy 


By John McBeth in Seoul 


othing is guaranteed to excite South 

Korean Government attention 
more than North Korean leader Kim Il 
Sung making a rare trip abroad — and 
to the Soviet Union in particular. So it is 
that diplomatic antennae will be fine- 
tuned to precision in the next few wecks 


as Seoul seeks to establish the real 


reasons behind Kim's recent six-day 


| visit to Moscow — his second in only 


two years. 
oth South Korean and Western 
diplomats were struck at the speed at 
which the visit was arranged, coming as 
- it did hard on the heels of the Reykjavik 
summit where Asia was only touched on 
in the context of the overall reduction of 


_ intermediate-range missiles. 


Mulling over the reasons for Kim's 


Vladivostok was a sig- 

SEN nal by Moscow that it 
a is back in business asa 

З political, strategic and 
economic wer in 
Asia. The Brezhnev- 
f Chernenko approach 
i aj to foreign relations — 
essentially one of inertia — had, Soviet 
officials admitted privately, benefited 
Washington more than Moscow. *Now 
we are planning to make life a little 







_| more difficult for the US," a Soviet spe- 
| cialist on Asia said shortly before Soviet 
| leader Gorbachov's 28 July speech. 


Three months after Vladivostok, the 


. Soviets feel that the рее let them get 
_ à foot in the door. “ 


veryone acknow- 
ledged our ideas, and a few liked them," 


| a Soviet analyst said. And even those 


who did not like the message very much 
still want to know more. Moscow now 
scems optimistic about the chances of 
improving relations with China, and 
trade links with the capitalist-oriented 
countries of Asia — particularly those 
comprising Asean. They are less hope- 
ful of breakthroughs in Afghanistan or 
Cambodia but hope that the momentum 
generated in other fields will sweep 
these disputes to one side, where they 
will not interfere with overall Soviet 
strategy. 

Gorbachov's new Asian cian is 
primarily aimed at clearing away what 
one Soviet analyst calls the “debris” of 
lohg-standing regional conflicts like Af- 
ghanistan, Cambodia and Sino-Soviet 
tension. But, the Soviets say, it is also an 


| Kremlin is satisfied 
with results so far 


trip, South Korean officials homed in on 
economic assistance, military aid and 
the 1988 Seoul Olympic Games in a per- 
ceived order of priority, but in view of 
the peripheral way Soviet leader 
Gorbachov addressed the Korean issue 
in his Vladivostok speech, few South 
Korean or diplomatic observers were 
willing to speculate on what message, if 
any, it Was meant to convey. 

While military aid will always be on 
the agenda of a Soviet Union-North 
Korea summit, analysts feel economic 
considerations are taking on more im- 
portance. Strapped for foreign ex- 
change and pondering the apparent fail- 
ure of his Second Seven-Year Plan, 
which was extended by at least a year to 
1985, Kim is finding himself at an in- 
creasing disadvantage in trying to 
counter-balance South Korea's strategy 
of using trade to win friends and influ- 
ence people. 

The resultant frustration is clearly 
manifested as Pyongyang evolves a stra- 
tegy over the Olympic Games, particu- 
larly given the current signs that both 


effort to look beyond the old alliances 
or disputes: “The whole idea of Vla- 
divostok," a Soviet analyst said, “was 
not to address traditional partners, but 
to talk to the whole Asian-Pacific com- 
munity." 

This second objective was directly 
related to Moscow's plans for far-reach- 
ing internal reforms: the Soviets are ex- 
pressing increasing interest in involving 
capitalists — Japanese, American and 
those from Asean countries — in joint 
ventures in the Soviet Far East. Officials 
in Moscow hope that a new investment 
law, which should be completed soon, 
will encourage such ventures. At some 
point before the law is completed, an of- 
ficial said, the Soviets will take foreign 
legal advice — “probably either Japan- 
ese or American" — on the new code's 
provisions. 

Soviet analysts claim that there are 
small but encouraging indications that 
the Vladivostok speech did achieve 
something of a breakthrough in rela- 
tions with the non-communist Asian na- 
tions. For the first time Soviet observers 
will attend the Pacific Economic Coope- 
ration Conference, to be held this time 
in Vancouver. The Soviet participation 
is partly due to Asean's encouragement, 
the Soviets say. Then early in 1987, offi- 
cials say, the Malaysian Institute of 
Strategic and International Studies will 
be holding a conference on confidence- 
building measures in Asia. The meet- 
ing, with its echoes of the Stockholm 
conference on European security and 
cooperation, is another example of 
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China and the Soviet Union will partici- 
pate. The choice facing the North Ko- 
reans now is whether to accept the In- 
ternational Olympic Committee's face- 
saving formula and take some of the 
limelight away from Seoul (REVIEW, 9 
Oct.) or whether to set about creating a 
climate of tension and turmoil that 
would mar and perhaps even destroy 
the sports extravaganza. 


W hile Seoul says it is watching with 
"grave concern" the closer military 
relationship between Moscow and 
Pyongyang, it can be encouraged all the 
same at the improvements that have 
taken place in its own contacts with the 
Eastern bloc — both in trade, cultural 
exchanges and quiet backdoor diplo- 
macy. The overall affect, while ex- 
tremely modest by any standard, has 
been to keep open the channels of com- 
munication. Indirect trade, much of it 
with the Soviet Union, is now valued at 
about US$100 million a year, and inan | 
effort to initiate a direct two-way flow of 

goods Seoul is seeking to open repre- 






what one Soviet analyst called a “second 
wave response" to Vladivostok. 


М importantly, relations with 
China are on track, the Soviets say. 
Speaking recently one Soviet Asia spe- 
cialist made what he said was a personal 
prediction: “Next year, for the 70th an- 
niversary of the October Revolution, 
there will be а Chinese delegation in 
Red Square." Party-to-party relations 
will, in other words, be back to normal. 
At the moment the Chinese are sound- 
ing pessimistic, the analyst agreed. But 
there is a steady and positive growth in 
Sino-Soviet relations. Moscow feels 
that economic relations are getting bet- 
ter all the time: in an interview just after 
Vladivostok, Soviet Deputy Foreign 
Minister Igor Rogachov spoke of “de 
facto" coordination of the Soviet and 
Chinese five-year plans. The visit to Pe- 
king in September of Soviet Deputy 
Prime Minister (and candidate polit- 
buro member) Nikolai Talyzin, the 
p ae ee ^ * 
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sentative offices in Moscow and other 
East European capitals. 

In the cultural field, a prominent 
legal expert became the first Soviet 
academic to visit South Korea when he 
attended a conference in Seoul in Au- 
gust. But it is in Olympic-related sports 
that the biggest strides have been made. 
In April, the Soviets sent a ministerial- 
level delegation to the annual meeting 
of the Association of National Olympic 
Committees in Seoul. And though most 
attention centred on the visiting Chi- 
ese, what most observers failed to 
notice was the presence at the recently 
concluded Asian Games of at least three 
Soviet officials and two Tass news- 
agency representatives. 

Some South Korean analysts feel 
Chiria, for its part, has already made up 
its mind to change its strategy on the 
Korean question and that in doing so it 
now views the appeasement of Pyong- 
yang as more of a tactical problem than 
anything else. Both Chinese President 
Li Xiannian and Foreign Minister Wu 
Xueqian made trips to Pyongyang in a 





uighest-level Soviet visitor for two de- 
cades, was to further a new-found com- 
munity of economic interest. 


Vladivostok helped the process 
along, the Soviets му. Gorbachov's 
speech was in part “а clear cut political 
statement that we accept certain 
Chinese political interests in the region 
and that we do not intend to challenge 
— unless of course they directly 
threaten us,” an analyst said, adding 
that in his view the point had got across. 
One sign of this was the welcome given 
to East German party leader Erich 
Honecker during his visit to Peking late 
in October. Commenting on the trip, 
one Soviet official remarked that the 
warmth of the Chinese reception, given 
Honecker's "special ron ad [of an un- 
questioningly pro-Soviet leader] was “а 
clear sign that Peking is prepared to go 
further" in improving relations with 
Moscow. 

Other problems are less tractable, 

. the Soviets agree. Afghanistan is not 
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clear effort to tone down the political 
significance of China's participation. 
And shortly after the games concluded, 
politburo member Hu Gili told a visiting 
Japanese labour delegation: "The dis- 
patch of the PRC sports delegation does 
not mean the establishment of diploma- 
tic relations between the two countries. 





We cannot say that our attitude towards 


Korea has changed. 


But of course it has. The Asian 
Games went a long way towards proving 
that — and so did related visits by Pe- 
king municipal officials to study how to 


go about the organisation of the same 
sports festival in 1990. But probably the 


more tangible evidence lies in the two- 


way trade between the countries, which 


reached an estimated US$800 million to 
US$1 billion last year. While there was a 
slowdown earlier this year it has picked 
up to a level which will place it on a par 


with 1985. 


South Korean officials are convinced 
that a further increase is inevitable 
and are working towards opening a 
trade representative office in Peking. gg 


going to be solved quickly. The new Af- 


| ghan party leader, Najibullah, is doing 


much better than his predecessor Bab- 
rak Karmal, Soviet officials say. But 
they intimate that the problems are too 
big to go away immediately. “If Pakis- 
tan had not been involved, the problem 
would have been settled much sooner,” 
an analyst said. 

Cambodia is in the same position. 
Peking is “deeply insulted” by Viet- 
nam's impudence over Cambodia, an 
analyst said, and will take a long time 
to get over it. 

The Soviets seem to be pinning their 
hopes on two factors. First, a gradual 
growing together of Chinese and Viet- 
namese economic policies, which will in 
the long run make some form of coope- 
ration irresistible. 


Secondly, the Soviets clearly believe 
that Hanoi will make a major gesture of 
conciliation towards Peking in the com- 
ing sixth party congress. This analyst of- 
fered another prediction: “At the party 
ietnamese will make a 
major gesture of flexibility over Cam- 
als will be new and 
concrete, he said adding: “But we have 


congress the 
bodia." The pro 


toletthe Vietnamese say what they are." 


While the Soviets are waiting for a 
breakthrough, they seem to be trying to 
distance themselves as far as decentiy 


possible from the Cambodia conflict. 


Sources said that in the latest round of 
Sino-Soviet talks, Rogachov stressed 
that Moscow could not discuss the Cam- 


bodia issue. The Soviets urged bilateral 
discussions between Hanoi and Peking. 


But they also stressed that they badly 
want a settlement and would have no 
objection whatsoever to any Vietnam- 
ese concessions. “The point is that the 
key to the solution is not in Moscow,” 
— Paul Quinn-Judge 


an analyst said. 
ie 








Sindh is wracked by robber 
gangs and political dissent 









By Ahmed Rashid in Karachi 
nrest in Pakistan's Sindh province | 
has increased after the failure of the _ 

opposition movement against President 

Zia-ul Haq in August. Sindh virtually. 

bore the brunt of the violence during the | 

agitation launched by the Movement | 
for Restoration of Democracy that — 
month. 

According to Interior Minister 
Aslam Khan Khattak, of the 37 deaths 
during the movement, 33 occurred in 
Sindh. In addition. 15 post offices, 32 
railway stations and 38 telephone ex- 
changes were burned down or damaged - 
— all of them in Sindh. 

That the agitation was largely con- 
fined to Sindh has only exacerbated Sin- — 
dhi frustration against the central gov- 
ernment and, in particular, Punjab pro- 
vince, where the movement failed to 
take off. “The Sindhis are now violently 
anti-Punjabi," said Mumtaz Bhutto, 
leader of the Sindh Baluchistan Front 
(SBF), which is demanding a confeder- 
ation of Pakistan's four ethnic 
nationalities. "The militant youth seem 
to want nothing more to do with Pun- 
jab." he added. ' 

However, the three main contenders 
for top political Par: in the country 
hail from Sindh: Prime Minister 
Mohammad Khan Junejo, Benazir 
Bhutto leader, of the Pakistan People’s 
Party (PPP), and Ghulam Mustafa 
Jatoi, a PPP dissident and now leader of 
the National People’s Party (NPP). And 
all three of them, who are from wealthy 
land-owning families, face problems in 
their home state. 

Almost all the prominent Sindhi 
MPs belong to the opposition, and | 
Junejo's Pakistan Muslim League |. 
(PML), which also rules Sindh, has yet 
to establish a solid base in the province. 
On a recent tour of Sindh, Junejo faced 
booing crowds who roughed up some of 
his aides. PML's Sindhi Chief Minister 
Ghaus Ali Shah travels only by helicop- 
ter these days because of threats against 
his life. 

Allegations of corruption have been, 
levelled against Shah and his adminis- 
tration in the Sindh assembly. These in- 
clude charges that Shah allotted housing 
plots in Karachi to 10 MPs in return for 
political support and that his son was in- 
volved in lucrative property specula- 
tion. Shah has denied the charges, but 
pressure is building from the PML ranks 
in Punjab for his removal from office. 

Despite Bhutto's personal popular- 
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_ йу, she faces dissent from Sindhi milit- 
ants in the PPP who are unhappy with 
her moderate stance on elections. 
Khaliq-ul Zaman, the PPP's chief in 
Sindh, resigned recently because of dif- 
ferences with Bhutto. Earlier, Zaman 
had castigated the Punjab branch of the 
party for letting Sindh bear the brunt of 
the August agitation. NPP's Jatoi, who 
has a following among Sindhi landlords 
and pirs (religious leaders), is accept- 
able to the army and many local MPs as 
а possible future prime minister. But 
most militant Sindhis have continued to 
oppose him. 
Sindhi politicians who benefited 
_ from the agitation are those who call 
themselves Sindhi nationalists. Chief 
among them are Mumtaz Bhutto and 
Rasul Bux Paleejo, leader of the Awami 
| National Party. Both have slammed the 
_ | government for the repression in Sindh 
апа the PPP for the failure of the move- 
ment. 
However, the militants are divid- 
. ed, lacking a cohesive strategy and a 
| single leader acceptable to all the 
| groups. This in turn benefits the govern- 
| ment. 









By Nigel Holloway in Singapore 
Spore People's Action Party 

(PAP) has ruled Singapore for so 
long — 27 years in all — that it has be- 
come virtually indistinguishable from 
the government. The party is now trying 
to raise its profile to separate the two in 
the public mind and to prepare for a 
general election, expected in 1988. 

As one insider remarked: “If some- 
thing MUR терщ happens, people blame 
the PAP, if itis something good the gov- 
ernment gets the credit." An example 
of the former is the recession, he said, 
and of the latter, the reduction of in- 
come {ах from 40% to 33% in the 
budget in March. 

Ata closed-door meeting of party ac- 
tivists on 5 October, PAP assistant sec- 
retary-general and First Deputy Prime 
Minister Goh Chok Tong said the aim 





















B: the most pressing problem in 
Sindh, which affects all political 
parties, is the worsening law-and-order 
situation. 
Heavily armed gangs of bandits free- 
. ly roam the countryside robbing and 
kidnapping people and killing police- 
men. Some 30 kidnappings took place 
over about 10 days dans September- 
October and the victims included the 
former chief secretary of what used to 
be West Pakistan. 
Trucks from Karachi to other cities 
Ere to move in convoys by daylight. 
abotage continues to delay train traf- 
fic. Armed guards patrol the tracks and 
also accompany trains. "This sort of 
situation almost amounts to guerilla 
war," Sindh police chief Salman Khaliq 
recently told Herald, а weekly 
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е worsening situation has 
strengthened the presence of the army 
in Sindh. Army patrols back up police 
checkpoints all along the national high- 
way to the north. "We have never 
known the end of martial law in Sindh 
because the army still rules here," 
Piyarali Allana, a PPP leader in Sindh 
told the REVIEW. 

Islamabad's long-standing neglect of 
development projects in Sindh and the 
rise of criminal gangs have taken their 
toll on the provincial economy. Local 

liticians have demanded an amnesty 

or known bandits, and even if the PM 

were to find an amnesty politically feasi- 
ble, the army and police are bound to 
oppose such moves. Sindh will remain а 
very pressing problem for. Junejo, 
whose political future could. at least 
partly depend on how successful he is in 
maintaining law and order in his home 
state. 


Mi 


was to raise the party's profile and soft- 
en its image, because the PAP is per- 
ceived as "too authoritarian, arrogant, 
paternalistic, clean but cold and not car- 
ing for the people any more." At a 
meeting in May, the party chairman and 
Second Deputy Prime Minister On 
Teng Cheong complained that the ran 
and file in the PAP were leaving it to the 
leaders to defend government policy 
against opposition attacks and said less- 
senior figures must become vocal. 

In the past year, the PAP has taken a 
number of steps to spruce up its image. 
In May, it set up a S$1 million 
(US$460,000) foundation to provide 
community services from scholarships 
to day-care centres and kindergartens. 
It wants to raise a further S$2 million by 
1988. As The Straits Times newspaper 
observed, by hiving off the party's non- 
political functions under the founda- 
tion, it will be easier to approach the 
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Improving the image 


The People’s Action Party raises its profile 


public for money to promote social wel- 
fare. 

To soften its image, the PAP has or- 
pues family get-togethers for mem- 

rs and their friends at the beach and a 
"walkajog" involving 20,000 people 
that ended with a pop show at the Na- 
tional Stadium. The party is increas- 
ingly concerned to attract the young, 
who may be expected to contain the 
largest concentration of Singaporéans 
critical of the government. The PAP in- 
augurated its youth wing, chaired by the 
prime minister's son, Lee Hsien Loong, 
aged 34, at a rally of 1,200 people in 
September. 

Goh said that the youth wing, com- 
wem of people ы between 17 and 

5, formed part of the government's at- 
tempt to foster a third generation of 
leaders. No figures have been given for 
the size of the wing, but two-thirds of its 
number are reported to be new recruits. 
The PAP intends to recruit 20,000 new 
members of all ages by the end of 1988. 
The current figure is undisclosed, but 
Goh referred in March to the party's 
five-figure membership. 

Observers say it is still undecided 
whether the youth wing will be given the 
latitude to act as a vocal ginger group in 
the manner of the youth wing of the 
United Malays National Organisation, 
the dominant party north of the Cause- 
way. 

The government's decision to set up 
town councils, with strictly limited pow- 
ers, is also partly an image-building 
exercise for the party, say some. Three 
experimental councils were set up ii 
Ang Mo Kio new town in Septembe: 
charged with the task of maintaining the 
estates, a job previously performed by 
the Housing and Development Board. 
The idea of devolving some power to 
local communities was reportedly pre- 
sented most strongly by Lim Boon 
Heng, an Ang Mo Kio MP and assistant 
secretary-general of the National 
Trades Union Congress. 

Each council contains the three 
(PAP) MPs of the local constituency 
and they appoint the rest of the council- 
lors numbering 18-21 people. These ap- 
pointees are drawn from the alphabet 
soup of community organisations, such 
as residents’ committees and citizens’ 
consultative committees, and many of 
these people are local PAP activists. In 
future, says one insider, some people 
will be in the town council solely as PAP 
representatives rather than as commu- 
nity leaders. So party and government 
may not be so easily distinguishable 
after all. п 








HEN you first handle a Patek Philippe, you 
become aware that this watch has the presence 
of an object of rare perfection. 
We know the feeling well. We experience it every time 
a Patek Philippe leaves the hands of our craftsmen. 
You can call it pride. For us it lasts a moment; for you, 
a lifetime. 
We made this watch for 
you -to be part of your 
life — simply because this 
-S the way weve always 
made watches. 
And if we may draw a con- 
dusion from five genera- 
tions of experience, it will 
be this: choose once but 
choose well. 
A Patek Philippe ~ 
because it's for a lifetime. 
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ABS anti-lock braking system. 


On-board computer. 


4-speed. automatic transmission with electronic 
hydraulic (EH) control. 


Check-Control. 
Memory-controlled electronic seat adjustment. 
rbag. 


Self-levelling suspension of rear axle. 
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`: Hong Kong: BMW Concessionaires (Н.К.) Ltd, 
Тег (03)7145271 


Tjshja Sakti Motor Corp., Jakarta, 










These days few people would argue 
that the classic problems of car safety — 
such as the predictable behaviour of the 
passenger safety cell in all types of 
collision — aren't being solved more or 
less equally effectively by all the leading 
manufacturers. 

After all, the relevant technical know- 
how is common knowledge these days. 
However, when it comes to the one tech- 
nology that can really take safety another 
decisive step forward, the disparities 
become immediately apparent. Needless 
to say, we're talking about electronics. 


BMW recognised the potential signifi- 
cance of electronics for the future of 
high quality cars long before anyone 
else. And, as a result, has exploited their 
ability to solve complex technical pro- 
blems much more comprehensively. 


This lead in "state of the art" 
expertise doesn't just work to the benefit 
of BMW drivers in the areas of engine 
electronics or sophisticated monitoring, 
early warning and information systems. 

It also offers them a whole new 
dimension in safety electronics. 

Our in-depth experience and know- 
ledge also enable us to solve new 
problems faster and more reliably. 

One example is BMW sensor tech- 
nology: it provides vital information on 
the numerous mechanical and thermal 
functions that are essential to safer 
motoring. And without the exceptional 
reliability of this sensor technology, 
many important safety features would be 
totally inconceivable. 


As a result of our timely and com- 
prehensive application of ultramodern 
technologies, BMW has also introduced 
pioneering innovations that benefit 
everyone. 


While many, and including some of 
the most respected names in the car 
industry were displaying an ambivalent 
attitude towards progress through 
electronics, BMW was already busy 
introducing these new technologies on 
an ever-increasing number of cars in its 
model line-up. To the good of everyone. 

And with the result that, bit by bit, 
drivers of other cars can now also 
discover some of their far-reaching 
advantages on the new models they buy. 

But if you really want to enjoy all the 
benefits advanced electronics can 
already offer you today, you're going to 
have to choose BMW. 


There are numerous examples that 
make it abundantly clear just how 
closely motoring safety is linked to elec- 
tronics. We'd like to mention just a few. 


Korea: Коюп International Corp., Seoul, Tel: (02) 7764260 


Malaysia: BMW Concessionaires (M) Sdn Bhd, Kuala Lumpur, 
Tel: (03) 2418555 


Philippines: Hahn Manila, Manila, Tel: (02) 7412808 


E _ Singapore: Performance Motors Ltd, Tel: 4698600 Sus 


































ABS anti-lock braking system. — 

BMW was co-developer of this infal- 
lible braking system. Today, it's already 
standard feature on nearly 50% of all... 
BMWs. sé 


On-board computer. A 

Alongside other information and early 
warning systems, it incorporates an outside 
temperature indicator with an integrated 
audio signal to alert the driver to hazardous 
driving conditions, such as black ice. 


4-speed automatic transmission with ` 

electronic-hydraulic (EH) control. ; 
Its special direct gear change pros- 

gramme opens up completely new 

dimensions in increased driving safety, . 

in wintry conditions for instance. 5 


Check-Control. 

It continuously monitors ай fluid 
levels as well as the working order of 
brake and all other exterior lights. 


Memory-controlled electronic seat 
adjustment. 

Different drivers can store their ideal 
driving position in the computer and 
immediately call up their position 
whenever needed. 


Airbag. : 

Three separate sensors ensure max- 
imum operating reliability, whilst a safety 
sensor protects the system against the. 
failure of the car's main electrical circu 


Self-ievelling rear axle suspension. 

Not only enhances driving comfort, 
but also ensures optimal stability under 
ali load conditions. 


BMW will never cease in its efforts to 
increase its knowledge and experience. 

And that comprehensive know-how 
will continue to have a positive influence 
on new safety systems in the future 
which would be unthinkable without 
electronics. That's why, as a BMW driver, ..: 
you can always be confident of driving at 
the forefront of tomorrow's as well as us 
today's developments. And that includes 
your safety as well. 


Model and equipment availability in the BMW 
international range may vary from country to 
country. 


BMW cars. 
The BMW range of fine automobiles: the 
ultimate in performance, comfort and safety. 


BMW AG, Munich 





Taiwan: Pan German Motors Ltd, Taipei, Tel: (02) 7168370 


Thailand: Continental Auto Centre Co Ltd, Bangkok, 
Fel: (02) 2356380 
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Who brings a breath of fresh air to every detail of cash letter? 
Bankers Trust. 
It was this freshness of approach, plus our attention to detail, that brought us a new 
assignment from one of our long-term clients, a large Pacific Basin bank. 
e They'd acquired a major international bank with a far-flung branch system. They 
. needed a way to keep track of the branches’ cash letter activities—with an eye to petting, 
. the best possible cash availability for both parent and branches. 

Our Global Operating and Information Services team set to work to give them 
exactly what they need. Extremely rapid check processing and clearing. A network of cou- 
riers all over the world to provide the latest possible pickup time. Advanced electronic 

reporting and advising. Plus our ability and willingness to customize. 
Nothing is overlooked. Including controls so tight that if a check goes unpaid, the 
appropriate branch knows it right away, even down to the item number. Details, details. 


And every one attended to. 
That's why, in clearing bank Bankers Irust Com pany 


services, we're causing quite a stir. pa d bank to the world's vis 































. STARRING e BRITISH AIRWAYS 
—  STEWARDESS 


US FULL SUPPORTING CAST OF THOUSANDS 


m TOO үке 
H 


) 
LIKE EVERYONE 


AT BRITISH AIRWAYS, SHE'S BEEN 
THROUGH A TRAINING PROGRAMME 


I cauen PUTTING PEOPLE FIRST 
aor NOW SHE REALLY KNOWS...THE TRUE MEANING 


: or SUPERCARE 
SEE HER IN 3-D REAL LIFE on anv 


BRITISH AIRWAYS FLIGHT 


is se tfh 


BRITISH AIRWAYS 
‘The worlds favourisa. 












































































































EXE: Y VES 


ARE YOUR COMMUNICATIONS EXPANDING 
AS FAST AS YOUR BUSINESS? 


In any expanding organisation, one thing is absolutely vital: flexible, 
efficient and ~ above all ~ versatile communications. Does your 
internal business communications equipment accurately reflect 
your present and future needs? 

Whether you are a small office with just a few people, or a vast, 
multinational concern, you ought to be looking into Philips. 

In the whole field of office automation - communications, computers, 
workstations and software- we have a unique and successful 
approach. We call it SOPHOMATION. 

It is a ‘systems’ approach, offering total integration of 
existing systems and departments, and the flexibility to grow 
and change as your business needs change, tomorrow and for 
the foreseeable future. 

Our SOPHO-PABX range, for switching voice, text, 
data and image, is already connecting over 5 million 
telephone lines worldwide. In several countries, 
we've even supplied the public telephone network itself! 

Here’s just one of our satisfied customers: 


‘Our Philips SOPHO-PABX is saving us money every day! 

Mr. Luciano Conte, General Manager, Visconti Palace Hotel, Коте. 
"With 250 rooms, and an a’ 
an efficient telephone : Sys 
Mr. Conte. "There are two 
are essential in a hotel: = 
competition: 

sty, fne autom iti 





TRA several guests 
dialling them indivi 
however ma sa 


for me, my sta anc 
Look into Philip 
2 Systems keep y 








The Mandarin, Jakarta. 
Our location is only one of 
our strengths. 


Being the 
one hotel situated in 
Jakarta's business centre 
certainly presents obvious 
advantages. 

For one thing, it will leave 
you with ample time to work out in our 
superbly equipped health centre. 

You'll be quite taken, too, by the other 
considerations that we've shown the executive 
traveller. 

In the furnishings of our unusually 
large rooms for instance. And having Jakarta's 
finest continental and Chinese restaurants within 
the hotel. 

Service standards throughout the hotel reflect a 
major investment in staff training. So that you will enjoy 
the same degree of excellence that is synonymous with The 
<. Mandarin, Hong Kong and The Oriental, Bangkok. 









A member of Mandarin Oriental Hotel Group 


Hong Kong: The Mandarin. Manila: The Mandarin. Jakarta: The Mandarin, 
Vancouver: The Mandarin. San Francisco: The Mandarin (1987). 
Bangkok: The Oriental. Macau: The Oriental. 
Singapore: The Oriental (1987). Kuala Lumpur: The Oriental (1987). 
^ CHEM? IE MANDARIN Hong Kong: The Excelsior, an associate of Mandarin Oriental. 
ак ARTA For reservations, call The Jeading’ Hotels of thf Workdor your travel agent. 












































FarEasternEconomic 


INDEX 


The Far Eastern Eco- 
nomic Review is now 
publishing a quarter- 
ly index which details 
by country and daté 
everything that has ap- 
peared in the Review. 
The index is available 
on a quarterly basis. 
Subscribe now and 
each quarterly index 
will be sent to you 
automatically as soon 
as it becomes avail- 
able. A vital research 
tool, the Review in- 
dex will save hours 
of needless search- 
ing for information. 
ORDER YOURS TO- 
DAY! Only HK$230 
(US$30) A 4 quar- 
terly issues. Just com- 
plete the coupon 


below and send with 
your payment. 















The Circulation Department, 
Far Eastern Economic Review, 
GPO Box 160, Hongkong. 


Please send my order for the 
Far Eastern Economic Review 
QUARTERLY INDEX. / enclose 
HK$230/US$30 (or its equivalent 
in local currency) in payment. 
{Please print in block letters) 


Name 
Address 


















Nobody knows more about steam 
generating systems than Babcock 
& Wilcox. That was true in 1867, 
and it's still true today. 

When Stephen Wilcox and George 
Babcock introduced and perfected 
their ingenious water tube boiler in the 
U.S.A. over a century ago, they laid the 
groundwork for a tradition of innovative 
leadership in steam generation which 
is today meeting the needs of utilities 
and industries all over the world. 

The full range of Babcock & Wilcox 
international support covers everything 
from design to construction and startup 
of complete turnkey industrial and 
utility boiler islands. We supply every- 


thing from boiler controls and cleaning 
systems . .. to training programs for 
your operators. 

We have highly skilled field and 
home-office engineering specialists 
ready to work closely with you to plar 
and implement efficient, cost-saving 
plant improvement projects—from 
simple upgrades to complete boiler 
rebuilds. Total scope service also 
includes quality Babcock & Wilcox 
replacement parts for your operating 
equipment. 

For over acentury, Babcock & Wilcox 
has been the technology leader in 
steam generation in the United States 
and worldwide. Let us share our know- 


‚ uy ck &Wil-v". 
First name in ste 








ledge and total scope resources with 
you. 

Contact the Manager, International 
Sales, Babcock & Wilcox Canada, 
581 Coronation Blvd., Cambridge, 
Ontario N1R 5V3. TLX 069-59341. Or, 
Babcock & Wilcox International, Inc., 
20 S. Van Buren Ave., Barberton, Ohio 
USA 44203. TLX 98-6406. Babcock & 
Wilcox, a McDermott International 
company. 


arp Where the world comes 
МУУ. for energy solutions. 


ЮО „баео, 2 Wilsaw 


ИТ 
: for business 
Withthe Netherlands. 


Rabobank Nederland, with 
offices in Singapore, Hong Kong and 
< Jakarta, provides a personal service 
Чо companies with trade relations in 
the Netherlands. 
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Rabobank is an "AA A"-rated 
Dutch cooperative banking 
institution with total assets of 

US. $ 48 billion. It ranks among the 
Jargest banks in the world. 


| Rabobank - with 2400 offices in 
-the Netherlands - derives its strength 
ташу from its dominant position in 
. the domestic market, especially in 
Dutch agriculture and agribusiness. 


| К.льоьапкв deep involvement in 
these particular sectors of the 
Netherlands - the world's second 
largest agricultural exporter - 

г provides a sound knowledge of inter- 
national financing. 





‘ers Museum, Haarlem. 


` So. when considering a bank to à . e (abe: d e ym m 
iare edid A. рор Rembrandt ceuntry is Rabobank country. The country where traditions of 
| eodsidor Rabob aük y excellence coatinue to flourish. 

















"Member of the Unico Banking Group. Singapore Branck Hong Kong Representative Jakarta Representative 


50 Raffles Place 30-01 2 Exchange Square 16/F The Landmark Centre 

Shell Tower 8 Connaught Place, Central 16th Floor Suite 1605 

Singapore 0104 Hong Kong Jalan Jenderal Sudirman Kav. 70 
Republic of Singapore Telephone: + 8525263249 Jakarta 12910 Indonesia 
Telephone: + 652259896 Telex: 80556 Telephone: + 62215781271/2 
Telex: 42479 Telex: 47534 


Rabobank 


Rembrandt country is Rabobank country. 





roeselaan 18, 3521 CB Utrecht; the Netherlands, Telex 40200, New York, London, Paris, Antwerp, Curacao, ADCA-BANK Frankfurt. 
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- MORE CAPACITY. 





FOR EASY LOADING. 


Freight loading/unloading is 
facilitated thanks to the C-212's 
marvelously convenient rear 
cargo-ramp door. Give the C-212 
Freighter almost any cargo —no 
matter how awkward— and be amazed 
by the ease and speed with which you 
can stow it for transport. 

And thanks to the C-212's famous 
go-anywhere STOL ability to get in and 
out of the toughest places —including 
unprepared strips in the heart of the 
bush— all deliveries are within your 
reach. 


Also all cargos fit more easily 
within the vast cargo-cabin —that's 
reinforced and equipped with 
lightweight rollers— even trailing 
loads, because the C-212 operates 
perfectly with its rear door open. 
Light vehicles roll on, roll off, no 
problem. Up to 3 LD-3, 2 LD-1, or 
LD-727/DC-8 containers or all types 
of palletized cargo, bulk loads, etc, 
slide straight into take anything cargo 
space. Obviously, the C-212 is also 








PLANE PERFECTION 


p 
ө 





made-to-order for today's 
sophisticated overnight package 
business. 

So, if air transport of cargo is your 
business, let the C-212 take charge. 
You'll find life easier. And thanks to 
CASA's low costs of procurement, fuel 
and maintenance you'll be pleased to 
see your profits increase! 


Technical Characteristics: 
Max. takeoff weight: 7.700 Kg. 
(16.975 1Ь.). 

Max. landing weight: 7.450 Kg. 
(16.424 lb.). 


Max. zero fuel weight: 7.100 Kg. 
(15.653 lb.). 

Max. payload: 2.600 Kg. 

(5.732 Ib.). 

Max. speed: 198 Ktas. 

Max. range: 1.582 Km. (854 NM). 





For further information, contact: Construcciones Aeronduticas, S. A. Rey Francisco, 4. 28008 Madrid. Spain. 
Phone: 248 53 09. Telex: 44729. Or contact: CASA Inc.: 14102 Sullyfield Circle, Suite 200. Chantilly. Virginia 22021. 


Phone: (703) 378 22 72. Telex: 90-1109. 


Our inflight service takes off hours before the flight. 


`y 


die eara 





A. Cathay Pacific we go to great lengths to achieve our prime objective: helping all 
I I 


our passengers arrive in better shape. 


In fact, long before your flight departs, we're selecting and buying the freshest ingredients 
for the meals we serve on board. 

And we take the same care with every aspect of our inflight service; from the wine we choose 
to the variety of newspapers and magazines we offer. 

As Hong Kong's airline, we are also in a unique position to select our cabin crew from the very best 
Asia has to offer. So you can experience the gracious hospitality of not just one, but ten Asian lands. 


Because we understand that when we perform better, so will you 





Arrive in better shape 





«Ф 
The Swire Group < AN 





























ө JUST 30. years ago Ё arrived i in the 
Far East to be half-stunned by the heat, 
colours, blinding light and clamour of 
voices at Singapore airport: It had been 
a terrible flight out from London. The 


Constellation aircraft, flying at 16,000. 
ft, hit a severe electrical storm south: 


< of Rome; a radio aerial worked loose 
and: was. banging on the roof all 
night. 


“Good job it didn't get tan пева up: 


» With an airscrew," said a steward cheer: 


|. fully as we filed into breakfast in a Cairo: 
| hotel next morning. At a later stage: of. 


the flight an engine had to be changed, 


апа T recall vaguely an endless noctür« 
nal beer-drinking session in the airport, 


lounge at. Karachi with. Australians 
boasting of their many poisonous 
snakes. 

At last. journey's end апа sheer 
exhaustion, luggage conveyed briskly to 
“the wrong hotel, friendly welcome by 


unknown men, and a clanking air- -con~ 


ditioner banishing sleep. 

It could all have been worse. Singa- 
pore was a friendly place, despite the 
strangeness of its politicsand languages; 
апа ге: London office showed under- 
“| standing of difficulties. “Don’t send any 

: despatches for the first couple. of 


|- months,” said the foreign editor. “No- - 


thing you sent could be of the least value 
at this stage.” That was fine. Just five 
weeks later.there was a great outbreak 
of rioting in Singapore and the office 
was sending vigorously phrased de- 
mands: for immediate action by their 
Adle correspondent. 

What were the riots about, anyway? 
«Middle School education, I was told. 1 
© went to see the very British director of 
education, who looked just like the 

bearded headmaster in the Goodbye 
Mr Chips film. An hour's briefing 
from him and I was thoroughly confus- 
ed. 

It seemed that the parents of C hinese 
Middle School students wanted them to 
be taught тоге English because this 
would теат better-paid. jobs; and the 
communists were urging the youngsters 

‘to resist such evil encroachment on the 
teaching of Mandarin and China’s great 
culture. Not so easy to explain this in a 
radio newsreel piece of one-and-a-half 
“minutes maximum. The trouble grew 
"worse, troops were called out, the 
death-roll mounted, 1 took a wrong 
turning and just avoided coming face to 
face with an anti-European mob; then a 
24-hour curfew was slapped on, the 
_town went dead and that finished. it. 
; Great empty streets of shuttered shop- 
houses with nothing stirring save hordes 
of dogs enjoying themselves. For me it 
was a kind of inoculation. 

I had not realised that communica- 
tions would be so difficult. The BBC 
wanted the news in voice and this meant 
| booking а radio-link to London from 


‘curtain of mush, 


‘even the woolliest contact. 








tion. The link went through Nairobi; 
hours were spent on those hot tropical 
nights trying to raise the technician at 


Nairobi who seemed always plunged in 
v deepest sleep, though it may have been 
-just a.loose plug. And when finally the 


cheerful voice of the girl traffic manager 


in the BBC broke through the crackling 
“Yes, wé.can hear 
you."-she would say, “but the quality | 
t ist re-broadcastable." 


trying 
could wait all night and fail to. make 





How the technical side of things has 


-improved since then! Nowadays the сог»: 
, respondent asleep in his hotel bed in 
. Tokyo, say, is suddenly awakened by a: 

call from the London desk, wanting to. 


know about some crisis which lias de- 
veloped since he turned out the light. 
He is asked to call back in 15 minutes in 
order to catch a certain news transmis- 


“sion. “Just give us the general Far East 


reaction," comes the helpful voice This 
has caused me to enunciate.a Lawrence 


| Law (only partially outdated in this era 


of stock-exchange statistics). This law 
says: "The faster the communications, 
the less the value of what is communi- 
cated.” 

Especially in Far East coverage con- 
templation and quiet research are es- 


| sential. The regular think-piece is vital. 


Out here great events move at glacier 
speed and rarely lend themselves to 
quick, slick treatment, apart from assas- 
sinations and volcanic eruptions. Once 
this dawned on me after some months in 


Southeast Asia I made it my businessto ` 


seek out wisdom, to give up-summers 
and commentaries on the glossiness of 
well-informed . authority... The late- 


lamented Richard Hughes would often: 


start a key paragraph with the words: 
“Intelligence reports agree . . .” and I 
thought this a brilliant ploy, suggesting 
asit did that Richard was the welcome 


guest of half-a-dozen embassies, whose | 
officials hastened to make available to. | 
him a variety: of classified material: 


denied to men of lesser calibre. 


© IN myhumblerway I approached old. 
‘hands, men who could: impart wisdo 


because they had spent their lives in 


Malaya, Singapore or China. From | їп the'world. 


them I certainly did acquire a mass of | 


fascinating information. Much of it was 


inaccurate. The trouble is, mental ar- : 
teries harden, and the truths surround- | 


ing a man's first arrival in the Far East 
are often no longer valid 15 years later: 
But he does not realise it. The East 
changes and if the sojourner does not 


watch himself, his wisdom becomes out- 
| obsessed: with his craft — the excite- 
; ment of knowing what is going to ha 


dated, the’stuff of memories, regrets, 
questions lacking an answer. 

¿Plenty of that. sort of material clut- 
ters the:files of 30 years. L was thinking 


last week of Royal Visits Га covered in.) 


Radio Singapore, the government sta- 


And no good: 


| necessitated the presence of the wl 





of direct elections, of making the е 





‘will lead to strong representative 
: stitutions here or whether the end 
! be suppression of promised liberties and 








‘and despair. 
















various places and suddenly wondei 
what had become of the Muruts? I 


1959: they had journeyed in fro: 
hinterland villages to join in the 
tainments being offered to the v 
Duke of Edinburgh. The young m 
the Murut tribe staged a dance. | 
never forgotten it. In a large hut t 
dancers formed an agile ring, sh 
with arms round each others" sh 


















.onastrange sprung floor ofinten 
the ordinary telephone;. you | 


saplings: n the rafters w. 
feathered model: 
man advanced to the centre о 
and while his comrades worked | 
boughs to spring-board power h 
pick his moment and achieve a 
into the air to flick the bird) 
of his hand. The next man m 
ter, if he could just touch the bire 
his wrist, or even his elbow. Rice-w 
was drunk during brief interludes. 
became part of the whole ritual; it 
like flying over roof-tops in som 
hood dream. 
What has happened to the M 
In those days I was told their nut 
were declining. Tuberculosis was w 
spread and their birth-rites, it w 
were rather terrible for the mother an 
























tribe. Perhaps today’s social-welfa 
services in Sabah have taken care 
them. 

But a great part of the excitemen 
living in the Far East. is not in look 
back but in assessing the fut 
now in Hongkong we discuss questi 







toral review converge with what is got 
to be in the Basic Law. Careful me 
utter misgivings. Words and phras 
like “political parties," "direct elec 
tions" апа "democracy" are driftin 
into common parlance without: prec se 
definitions to give. them: sinew: 
sprawling informal debate is under wa: 


ШО 
н ing on for the next 10 years. 
e BY that time Hongkong will be 
most politically. sophisticated territor 
nd one of the most fa 
cinating experiences for any journali 


will be to see the outcome of this poi 
cal’ educational process — wheth 














































their replacement by general суп 






That is: what makes the journalis О 












en-next. Thirty years in the Far Ea 
ass Пкеа flash. It’s the next 30 that are 













going to be the ones worth watching. 














\ democrati C compromise - 


iberal groups propose a future political system 


у Emily Lau in Hongkong 





Shere received a boost. on 3 
lovember when more than 1,300 peo- 
attended a rally.in support of limited 
ocracy for the British-run territory 
en. it becomes a special. administra- 
ve region (SAR) of China іп 1997. 
eld just a few days before planned 
etings of the political sub-group of 
Basic Law Drafting: Committee 
BLDC), which was set up by Peking to 
a mini-constitution for the SAR, 
Пу was organised with the hope of 
ncing BLDC deliberations. 
Ninety-one community organisa- 
|s.were represented at the rally, 
ich also drew hundreds of individu- 
[twas attended by members of poli- 
| pressure groups, Roman Catholic 
rotestant religious leaders, trade 
onists, academics, members `of 
ngkong’s Legislative and Urban 
ouncils and district board representa- 

















ally participants proposed that the 
ture SAR chief executive be nomi- 


ledgeling democratic movement | 


. directly ‹ 








nated by members of the territory" s 
legislature and be elected by universal | 
franchise. They further argued that. 
50% of the SAR's legislature sh 
ected on à one-perso 
vote: basis; : 25% elected by functional 
constituencies or professional bodies, 
and 25% elected via an electoral college 
composed of district councils. 
ne ` participant, Denis: Chang, 1 
chairman of the Hongkong Bar Associ- 
ation, described the proposals as mod- 
erate and conservative, and as a “com- 
promise" because they did not call for 
the direct election of all legislators. This 
concession was seen as.a sop to some 
outspoken business arid industrial lead- 
ers, who claim democracy. engenders 
party politics, which in turn would 
threaten. Hongkong's stability and 
frighten away investors. A rally or- 
ganiser said he regretted that the terri- 
tory's business sector was not represent- 
ed at the rally, but denied suggestions 
that the proposals would be unaccepta- 
ble to businessmen. 
































































OREIGN RELATIONS 


By lan Andrews in Port Moresby - 


f ndonesia and Papua New Guinea have 
agreed toa friendship treaty which in- 
udes: a: non-aggression: clause. The 
cument, signed by the foreign minis- 
fers of the two: countries, " Mochtar 
usumaatmadja and Legu Vagi, in Port 
resby on 27 October, has. drawn 
rong. criticism from the opposition 




















"If we can live in peace and harmony 
j ther neighbours in the region, 
e in peace with you [куе 





the. opposition. has 
iched a stinging attack on the treaty, 

ith foreign 'spokesman John 
saying it effectively prevented. criticism 









cent Indonesian province of. Irian 
b with a predominantly Melanesian 
г. The. moti es. of the treaty 


Treaty with Indonesia angers Papua New Guinea opposition 





‘consultation. The plan is seen as a dip- 


cooperation against Free Papua Move- 


ny human-rights violations in the ad- 












| tically unwise, 












Ig 
legislators may be tac- 
since democratic-move- 






ment adherents might.then have to ac- 
cept only a fraction of that percentage. 
Szeto Маһ, а BLDC member and 
1 Hongkong Legislative councillor, ear- 
lier had said he would agree to a “three- 
thirds” system — one-third of legis- 
lators being directly elected, one-third 


“| elected by functional constituencies and 


one-third via an electoral college. 

A rally organiser said that had the 
movement’ tried to aim for а more 
democratic: structure, it might have. 
risked losing some groups' support. The 
proposals set out at the rally, therefore, 
represent à compromise he said. 


S ocial worker Mak Hoi-wah Бак! there 
was no hope of full democracy in 
Hongkong yet and even à limited demo- 
cracy would take time to nurture. There 
is no tradition of democracy here, and 
Mak pointed out that the territory had. 
never held direct elections to the Legis- 
lative Council: (Legco), Hongkong’ s 
lawmaking body. 

Even the rally's venue: was-acom- 
promise among the movement's: sup- 
porters. Some organisers would have 
preferred holding it at Victoria Park, on 
Hongkong Island, where some of the 





sive genocide of the Melanesian race,” 
Giheno said. 

Indonesia would like to see Port- 
Moresby allow joint military operations 
along their common border. So far Port 
Moresby has refused, but in principle an 
agreement has been reached for joint 
search and rescue operations when 
there are civil aviation or maritime acci- 
dents in the Irian Jaya border area. Re- 
spective authorities and security forces 
would. be able to cross the butte after 


lomatic stalking horse for closer military 


ment. independence activists in Irian 
Jaya who at times cross the border for 
sanctuary. 

In the event of any dispute between 
the two countries, the friendship treaty 
provides for consultation, arbitration, 
or “other peaceful means" to avoid con- 
flict. "The contracting parties shall not 
threaten ог use- torcer: against each 
other,"itsays. ^. 

During his 24-hour visit, Mochtar 
acknowledged there were still ‘pockets 
of muepigion in Papua New. Guinea 





















Prime: Minister Paias Wingti à at one 
рош. ал. i 


i 











about Indonesia's comparative military 
strength and fears about expansionism. 
However, he said, the treaty was a firm 
indication that Port Moresby was now 
accepting the "good intentions" of In- 
donesia. to foster cooperative rela- 
tions. 

The opposition outburst might seem 
to.counter this hope, though in the fluid 
party and policy lines of Papua New 
Guinea, many: parliamentarians have 
given themselves the luxury while in op- 


position of expressing anti-Indonesian * 


viewpoints. on Irian Jaya which they 
would condemn as unrealistic when in 
government. 

But such attacks do reflect a wide- 
spread feeling ага levels in Papua New 
Guinea that history has given the Irian 
Jayans a' particularly raw deal, not en- 
tirely attributable to what Mochtar call- 
ed a “third party” (meaning the pre- 
1975 Australian administrators) leaving 
their own prejudices behind. Ratifica- 
tion processes in parliament will no 
doubt bring this out even more. 

Treaties cannot be expected to bring 
friendship in themselves, of course, and 
this treaty is seen widely as a symbol of 
good intent rather than as anything that 
brings any definable new pattern of be- 
haviour towards border frictions. This is 
possibly why Jakarta chose to have 
Mochtar sign it rather than President 
Suharto — a perhaps unrealistic hope of 









































































^ tions 

that if only a few people showed up at 

Such a large, open: meeting place the 

movement's image would suffer. So it 

was decided to hold the rally at Ko Shan 

: -Theatre in Hung Hom, a major indus- 
-trial area. 

Тһе Ko Shan gathering grew out 
| сої an attempt by the democracy move- 
ment to counter ап unexpected offen- 
sive by its more conservative counter- 
part, the "Group of 57." The group now 
comprises 71 members of ће Basic.Law 
,Fünsultative Committee. (BLCC), а 
. 180-member ye set up in Hongkong 
хо collect and collate public opinion on 





57 presented their proposal to. the 

BLDC, calling for the SAR chief execu- 

tive’ to be elected by а 600-member 
"grand electoral college." 
The conservatives also suggested 
that 50% of the SAR's legislature be 
elected by. functional constituencies; 
_ 2596 selected by the 600-member elec- 
“| -toral college, and 25% chosen via direct 
elections. Under the conservatives' pro- 
posals, candidates running in direct 

“elections would be nominated by Legis- 
lative and district councillors. 

Some group. members boast privately 
that their proposal has received the bless- 
- ing of the Chinese and Hongkong gov- 
 ernments. Chinese officials appear par- 


ave been held. But others feared 


the Basic Law. In August, the Group of. 





E 

toral college selecting the SAR's chief | 
executive. Qiao Zonghüai, 
secretary-general of the the Hongkong 
branch of China's official Xinhua news- 
agency, Peking's official representative 
body here, is said to have helped the 
Group of 57 solicit support for its propo- 
sal from businessmen and professionals. 

To. counter this initiative 19 other 
BLCC members, who have соте to be 





known as the "Group of 19," hurriedly | 


came up with a more liberal model. This 
ultimately became the one put forward 
at the Ko Shan rally. While the Group 


of 19 has been trying hard to sell its рго- |. 
posals to the public, the Group. of 57.ap- | 


peared more concerned with getting Pe~ 
king's approval. The conservatives have 
turned down repeated invitations to de- 
bate their proposals publicly. 

Mainland BLDC members have so 
far not publicly expressed their views on 
what-the territory's future political sys- 


tem should be and they are unlikely to | 


do so in the current round of BLDC po- 
litical sub-group meetings in Shenzhen, 


located in China on the border with | 


Hongkong, Observers say the Chinese 
will 


while they watch from the. sidelines — 
and then step in as mediator, giving 
each side face while securing in the end 
a system acceptable to Peking. 


a deputy | 


et Hongkong's political factions | 
fight among themselves on the issue — | 








INSURGENCY 
Trouble i in 
| Nagaland 


Ethnic rebels step up activity 
against Indian military outposts 


By Bertil Lintner 


Res from the Naga Hills in Bur- 

ma's northwestern. Sagaing Divi- 

sion indicate the Burmese army is gear- 

ing up for renewed attacks against rebels 

Of the National Socialist Council of 

| Nagaland (МСМ). Two Burmese bat- 

talions — the 52nd and 86th — were col- 

lecting supplies and drafting porters in 

“| preparation for an assault, the reports 
| suggest. 

The NSCN is led mainly by Nagas 
from India and maintains bases in the 
rugged hills on the Burmese side of the 
frontier with India which remain out- 
side Rangoon's control. It is from these 
sanctuaries that the NSCN has fre- 
quently launched attacks on targets in 
India's northeastern region. 

Observers note that the Burmese op- 
eration would follow a visit to Rangoon 
in late September by India's chief of the 
army staff Gen. К. Sunderji. The 
-NSCN’s cross-border raids were be- 
eved to be the key. subject of discus- 














sions between Sunderji and Burmese 
military leaders. He was understood to 
have persuaded Rangoon. to mount 
tougher military action against the re- 
bels, while promising all necessary help 
from India. 

The NSCN has launched a series of 
raids in recent months on Indian army 
units, killing an unspecified number of 
Indian soldiers. 

Perhaps of even greater concern to 


| the Indian authorities are reports of 


large numbers of Assamese militants 
from the United Liberation Front of 
Assam crossing into the NSCN. base 
areas in Sagaing for training and a re- 
cent link-up between the Naga rebels 
and the People's Liberation Army of 
Manipur, and Mizo rebels. 

Despite the recent cross-border raids 
the Naga insurgents, regarded as the 
most powerful group in the region, re- 
main extremely short of arms and am- 
munition. But even so, it is doubtful 
whether Rangoon would want to wipe 
them out. 

The danger from Rangoon's point of 
view is the close ethnic and historical af- 
finity between the Nagas of Burma and 
the neighbouring Kachins, who main- 
tain the strongest and best organised 
non-communist guerilla. army in 
Burma. The eastern Nagas, until the 
mid-1970s, were trained and equipped 
by the Kachin Independence Army, but 
they later broke away and forged an al- 
liance with their cousins in India. 





The 'Red Prince 
bows out 


Recent events in Vientiane . 
puzzle diplomats 





By Rodney T Tasker in Bangkok .. 


АЕ spotlight 15 си 
аш. on Laos, the s 


by. unreceptive stance towarc 
bouring Thailand and the W 
gether with a surprise announcement, 
the eve of the party's national congre: 
| that its longstanding president was reti 
ing, һауе prompted Indochina analys 
| to take afresh look at the sleepy count 
| of 3.5 million people. 
| Something is happening in Laos, 
|! diplomats.are not. quite sure what 
brief flurry of speculation was sparked 
| off by the official announcement | 
| Vientiane on 30 October that President 
Souphanouvong. —~ the. 74-year-old 
“Red Prince" who-has been head of 
state since his Pathet Lao party took 
wer in December 1975 — was retiring 
just before the party congress scheduled 
to take place later this month. It w: 
generally agreed that Souphanouvon 
who is reported to have received me. 
.cal treatment in Moscow recently, ste 
pedasideforhealth reasons... ~, 
| Two days later, Бао radio further 
| doused apprehension when it issue 
dlarification-of the original аппошу 
ment, which it said had been misun- 
derstood because of mistranslation, $a 
ing that Souphanouvong's successor to 
‘the largely ceremonial post =~ 77-уеа 
| old Phoumi Vongvichit, the amiable 
| deputy prime minister since. 1974, who 
| helped. Souphanouvong. found. the 
| 
| 
| 




























Pathet. Lao in the-early 1950s — wouk 
only be acting president. : 
Моге. curiosity is aroused by Laos 

apparent new open-door policy. 

Thais, who traditionally view the cultur 
| ally. and linguistically similar Lao 
lesser brethren, are moving cautio 
along the path. which Vientiane. now 
seems to want to tread towards impro: 
ing relations between the two ideologi- 
cally opposed nations. 

Thai policymakers — particular 
military leaders — tend to cast Laos 
the mould of a Vietnamese: surrogate 
given the presence of 40-60,000 Viet- 
| namese troops there and Hanoi’ ady 

огу presence in government. е 
when. Bangkok deals with. Vi 
sees the hand of Hanoi, and in the 

rent context may view the Lao “ореп- 
ing-up" policy as either a sign of Viet- 
namese weakness or an attempt by a 




























lomati ea Ha 
se its most internationally accep 
mmunist stablemate. as. a^ window on 







he rest of the world. ^- 
But, for the time being at least, the 
Thais are prepared to play ball. The 
Vientiane feelers towards Bangkok 
started in early August after a period of 
nti-Thai rhetoric over three disputed 
border villages. Congratulatory mes- 
ges were sent to Thai Prime Minister 
Prem Tinsulanond by Lao Premier 
Kaysone Phomivihan and to Foreign 
inister Siddhi Savetsila by his Lao 
unterpart Phoun Sipaseuth after the 
jai general. election. (REVIEW, 16 
"Towards the end of October, the 
hais'and Lao held their first Mekong 
er boat races.for some years —'a 
nbolic gesture of the low-level con- 
ict on which Bangkok had insisted be- 
ore official talks- began at a higher 
vel. 
Bangkok then announced that it was 
utting to about 40 its strategic list of 205 
'ading items banned from passage into 
aos via the two legal border crossings 
ween. the countries. Ostensibly, 
list comprised ‘items which could 
Ister Laos’ military potential, though 
the Lao have claimed the Thais have 
used their privileged position as an es- 
ntial trading channel to the country as 
means of putting pressure on Laos, 
lating the landlocked country's inter- 
ational rights. 
Bangkok has agreed to send a gov- 
тотеп delegation, headed by former 
eputy foreign minister Arun 
anupong, now an adviser to the prime 









or talks which should follow the Lao 
party congress. The talks are scheduled 
to сепіте оп trade, the repatriation of 
Lao refugees in Thailand and “anything 
constructive." 


he Lao are known to want to im- 


Thailand. Legal trade between the two 
n 1985 through the border crossings 
as estimated at Baht 320 million 
(US$12.2 million) passing into Laos 
apainst only Baht 11 million — mainly 
( апа wood products — entering 
ailand. Probably an equal volume of 
trade is carried out by smuggling across 
“border, and the Lao would like 
sings to be established to 
er footing. 
"Fhais-may be suspicious 
$ towards better relations 


















test the waters in Bangkok over the 

ntinuing standoff between the two 
countries over the Vietnamese occupa- 
tion of Cambodia, some diplomats. be- 
lieve there is a genuine desire to im- 
prove Laos’ trade and aid profile with 
the non-communist world. In support of 
this theory, diplomatic sources say the 
Lao are more nationalistic and indepen- 
dently proud than outsiders give them 
credence for, though they also acknowl- 
















nister, to Vientiane on 27 November . 


prove and further legalise trade with : Souphanouvong: sparking speculation. | 


Claude Cheysson was invited to Laos in 
October. Apert from being the first 
senior West European official to visit 
the country since 1975, Cheysson also 
represented the EEC; which is not rec- 
ognised by the Soviet bloc to which Laos 
belongs. After his brief visit, Cheysson 
_vowed to increase direct EEC aid to 
Laos, and diplomats noted the fact that 
Lao Deputy Forcign Minister Soubanh 
Srithirath sat with Cheysson at a joint 
wind-up press conference — an unusual 
occurrence for a communist host — as à 
sign of Vientiane's new receptiveness to 
contact with the Western world. 

Laos is in dire economic straits, but 
unlike . Vietnam which is still isolated 
from virtually all coüntries outside the 
Soviet bloc, it is in a position to exploit 
its diplomatic acceptability to improve 
its situation. Some diplomatic үе. 
— including East European diplomats 








| A political 


a} 








in Vientiane — believe that Vientiane’s 


communist world was initiated by Mos- 
cow, rather than Vietnam or the Lao 


ment occurred soon after Soviet leader 
Mikhail Gorbachov's 28 July Vladivos- 
tok speech sceking improved relations 
in Asia. The Soviets, so the theory goes, 
might be pushing Laos in this direction 
as a sign to Vietnam to take initiatives to 


tic situation. 

Recent visitors to Hanoi report that 
the Soviets fully concur with Vietnam- 
ese leader Truong Chinh’s recent sur- 
prising statement that his country has 
squandered the massive sums of Soviet 
_ aid to Hanoi, and economic reforms are 

expected to be a central theme of both 
the party congress in Laos and that in 
Vietnam.in December — though dates 






















for both postponed events have yet:to 
‘be announced. E n 








apparent move to open up to the non- | 


improve its own economic and diploma- 










cabinet - 


Gandhi inducts party heavies 
for a cohesive government 


By Salamat Ali in New Delhi 


һе 22 October cabinet reshuffle by 
Prime Minister Rajiv Gandhi has 
evoked à mixed response. His support- 
ers have hailed itas a bold move to 





while his detractors think it was only ап 
exercise in not allowing any minister to 
gain too much influence in any policy 
sector. 

The dismissal of five ministers and 
induction of seven new ones into the 
cabinet and re-allocation of some major 
portfolios have been described as mean- 
ingless by Jyoti Basu, the communist 
chief minister of West Bengal. Opposi- 
tion Janata Party leader Madhu Danda- 
vate considers it indicative of Gandhi's 
"casual and ad hoc" style of functioning. 
S. P. Malaviya, general secretaryof the 
Lok Dal party, has found fault with 
Gandhi's inclusion of politicians in the 
cabinet against whom "grave charges of 
corruption have been levelled.” 

Probity in public life was probably 
not the key criterion in the cabinet 
clean-up. Most of the sacked ministers 
were not known for their performance. 
But the most notable dismissal was that 
of Arun Nehru, a cousin of the prime 
minister, and rated until recently as the 
most powerful man in India after the 
prime minister. In addition to being a 
key adviser to: the. prime minister, 
Nehru wielded. tremendous power as 
minister of state for internal security, 
outweighing the home minister who 
nominally is his immediate superior. ^ 

Following the unsuccessful attempt 
on Gandhi's life by a Sikh terrorist early 
last month, it was widely speculated that 


| 


| Nehru would: be shifted to another 
themselves. They note that the develop- | 


cabinet slot. He had to be axed because 
he not only insisted on retaining the 
portfolio but also wanted to be reas- 
signed certain responsibilit 
away from him in the earlier reshuffle. 
However, since Nehru is known to have 
amassed a considerable political follow- 
ing in recent years, he might be assigned 
a top position in the Congress party. 
The other notable casualty was Con- 
gress vice-president Arjun Singh who 
has been sworn in’ as communications 
minister. This is:considered a setback 
for him, becausé in-his party position he 
acted for Gandhi, the party leader, and 
dispensed considerable political patron- 
age. However, given his proven track 
record as a political operator, Singh will 
continue’ to be a force to be reckoned 








with. His recent successful assignments 





rationalise the workload of the cabinet, : 






















































At the Chicago Mercantile Exchange, you don't 
have to be a big bank to take advantage of the 
best bid. Or the best 


offer. In fact, every ete ou, css TODAY'S OPTION FOR 
bank thattrades foreign а ар BANKS. — 
currency futures and Today more than ever, bank 
options at the CME foreign exchange departments 
© gets the same kind of use the CME's currency 
“trading opportunities. options to offset risk. These 
No matter what size options are highly flexible and 
Ww they are. ; liquid, allowing banks to hedge 
o even the most complex risk 
i нот ONE BID. ALL THE BIDS. positions. And, according to foreign exchange 


Atlast count, nine of the nation’s top ten 
. banks were using our currency markets to 
© limit foreign exchange risk and enhance their 
trading opportunities. Неге why a lot of 
other banks are, too. 


* Asthe Miges and most influential exchange 
-- for foreign currency trading, ће CME.brings 
together the bids and offers of competing 
:banks and other institutions into one central- 
ized marketplace. Not one bid or offer at a 
c time. The best of hundreds of bids and offers. 
_ All at once, and all exchanged by open outcry. 





That means any institution that uses our mar- 
kets is able to trade on the basis of equal and 
simultaneous access to price information. 


The result? Bid-offer spreads that give 
any institution the kind of trading efficiency 
you might think only the biggest banks have. 
Typically, the spread in the Swiss franc futures 
market is one one-hundredth of a cent; for. 
instance, .5475 dollars per Swiss franc: bid: 








and. 5476 6 dollars per Swiss franc offered. m : 


accommodate just 


and 1.8265 Swiss franc per dollar offered or 
four one-hundredths of a centime. | 






specialists, options are particularly helpful 
when a currehcy move appears imminent but 
the timing is difficult to gauge. 


MORE BANK FOR THE BUCK. 
The CME's markets are 
flexible enough to 


about any trading 
needs. Last year, 
banks and other 
instititions traded 
the equivalent of 
about $330 billion 
in Deutsche mark 
futures alone. So our markets can easily han- 
die the largest transactions. But just as а bank 
can trade 125,000,000 DM, it also can trade 
as little as 125,000 DM. In fact, the big banks 
that use our markets—and the big trading“ ` 
volume that results make it that much more 
efficient for banks of any 
size to get in and out of 
the market whenever 
they want. 


Efficient means econom- 
ical, as well. The СМЕХ 
margin payments are only a 
small percentage of the total 
value of the contract traded. 


And initial margin payments can be met with 


‘Treasury T or letters-of-credit, as 



























































The СМЕ boosts the efficiency of a Ба 
ing dollar in other ways. For instance, futures 
are considered an off-balance sheet transa 
tion. And a bank can net- out its trades at th 
CME. You buy a contract, you sell a contract. 
But you don't tie up your credit lines; = 


Finally, the CME's 
clearinghouse sub- 
stitutes itself asthe - 
opposite party in all- 
futures and options 
transactions, The 
clearinghouse is, in . 
effect, the sum of the 
trading capital of all 
our participating institutions combined. Whe 
else can jou get that kind of security? 


WHERE YOU SHOULD BE. 


~The CME is the place for banks ofa any si 


With futures and options contracts on five ma- 
jor world currencies, institutions can enhance 
their trading opportunities and limit risk m 
a virtually limitless range of strategies. 

markets or down. Even in flat markets-- by u 
ing a wide range. { 





To learn more T how the СМЕ can ge 
any bank the same kind of currency-trading. 
power as the biggest banks in the nation, call 
your futures broker. Or call the мє at 
312-930-1000. 


CHICAGO . 
MERCANTILE 
EXCHANGE 


FUTURES AND OPTIONS WORLDWIDE :. 


International Monetary Market : 
index and Option Market DOM 

30 South Wacker Drive Chicago: ffincis 6060 
312/930:1000 
67 Wall Street New York 10005 2127263:700 
27 Throgmorlón Street London EC?N РАМ 
0149200722. { 




















Pradesh, governor of strife У 
_ jab, a short stint as commerce minister 
and more recently as the Congress vice- 
president. КЕС ? 
; P. Shiv Shankar, who until recently 
ran the foreign and commerce minis- 
tries, has had to yield his external-af- 
fairs portfolio to М. D. Tiwari, the 
former industries minister. As the coun- | 
try's chief diplomat, Shiv Shankar had | 

i 

| 












Човрепд1оо much time travelling, at the 
cost of neglecting his responsibilities in 
he. crucial Commerce Ministry... His 
handling of Sino-Indian relations: was 
so considered by some as unsatisfac- 
tory. During a visit to Peking earlier this 
he was found wanting in his 
iowledge of the Indian position on the 
30-Indian border dispute. 

Through the latest reshuffle, Gandhi 
s also annulled some of his own ex- 
eriments in upgrading efficiency in the 
cabinet and government. The indepen- 
dent portfolio of internal security he 
d. created in the Home Ministry has 
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abolished, Surface transport, rail- 
vays and aviation, which had been club- 
ed together; have been separated 
gain. On the other hand, Human 
Resources Development | Minister 
'. Narasimha Rao has been given a vast 
ange of additional.responsibilities in- 
ding health, education, family plan- 
ing, vouth affairs and sports, which 
earlier been headed by various 

of state; 
an administrative efficiency 
nical expertise in the cabinet, 
hi probably needs political cohe- 
in thé governme heinclusion of 
abinet is proba- 


g support for a 
this month апа 













which it rules. Its image: has been: 
rther sullied by the continued unrest 
Punjab and Kash ; | 


































































JT" he irony has always been painfully 
¿E obvious. Those in power find it 
amusing at times to call upon local jour- 
nalists to become. more-^professional" 
"so that we do not have to rely solely on 
foreign. reporting on local issues. As 
soon as we become somewhat more pro- 
fessional, that is when the crackdown on 
press freedom begins. 

Some of the Asean leaders realise all 
too well that there is no getting away 
from being resorted in the internation- 
ally well-known publications. The 
global information revolution has hit 
the region with a vengeance. But there 
is an intellectual dilemma for the pre- 
miers and presidents in this area. While 
they. read these foreign. pubtications 
with great interest and even apprecia- 
tion (when the critical comments point 
somewhere else), they consider any 
negative remzrks on their countries in- 
terference in their domestic affairs. 

To assert tnat the prime ministers of 
Thailand, Singapore and Malaysia and 
the president of Indonesia do not ap- 
preciate the adverse repercussions of 
banning a foreign publication or crack- 
ing down on < local newspaper is an af- 
front to their intelligence. The fact is 
they do realise that such infringements 
on press freedom would inevitably raise 
a hue and cry, But the temptation to 
“teach them a lesson" does become ir- 
resistible at times. No, it does not.neces- 
sarily stem from a sense of insecurity on 
their part — as some journalists might 
want to portray them. It is simply a case 
of a genuine disappointment that the 
journalists, local and foreign, are not 
sympathetic enough and may be trying 


to wreak havoc on the confidence in | 


their leadership. 

These political leaders would natur- 
ally deny that they enjoy curbing press 
freedom. Even the worst dictator would 
like to be known as a political leader 
who' respects the so-called "people's 
right to know ' — though it is mostly lip- 
service. 

But prime ministers trying to remain 
in power dc have different sets of 
priorities from those of journalists at- 
tempting to seek legitimate access to in- 
formation from government officials 
and non-government sources in pursuit 
of what they believe to be truth. A 
prime minister of a regimented society 


| tends to overlook the fact that no good, 


responsible journalist ever wants to 





Suthichai Yoon is editor of The 
Nation, one of Thailand's leading: 
English-language dailies. — 












Counting the cost of 
curbing the press 












have his or her report denied by any- 
body, not even the most corrupt regime 
in the world. 

Of course, there are bad prime 
ministers and bad journalists every- 
where in thé world and they: belong 
to a different breed. Here, 1 am. dis- 
cussing only leaders in Asean genuinely 
committed to their roles and responsi- 


| ble journalists trying to get the facts 


right. The relations between these:two 
groups of people may never be har- 
monious — and indeed they should not 
be at all times anyway. But theri, no pro- 
fessional journalists. seriously believe, 
as some government leaders are fond of 
charging, that they must maintain an ad- 
versary relationship with the govern- 
ment in carrying out their duties. 

A certain degree of mutual respect 
for professionalism. will certainly go a 
long way to highlighting vital issues af- 
fecting the region. And this means | 
covering both the good and bad news 
with equal interest, understanding. and 
fair play. After all, the public is as de- 
manding on a journalist as a politician 
— for quality, competence and. fair- 
mindedness. i 


nevitably, the “conspiracy theory” must 
have been raised in certain quar- 
ters when the governments of at least 
three Asean members decided in the 
past few weeks to demonstrate their 
lack of patience with the. press. That 
could well be taken as pure speculation, 
and “speculative interpretation” has 
been cited as a heinous crime in one of -| 
the cases in question. One would do 
well just to blame it on “bad timing.” ` 
It is interesting, however, to note 
that in most of the cases where publica- 
tions "got into trouble" with һе au- 
thorities in the past few weeks; they 
were accused in one way of another of 
publishing reports that did not reflect 
too well on the economies of those 
countries. ur 
If bad economies are not conspirato- 
rial in nature, newspaper reporting on 
them may, however, not be viewed with 
the same kind of understanding by gov- 
ernments concerned. Indonesia's Sinar 
Harapan was closed down after it pub- 
lished a story saying that the: govern- 
ment was planning to abolish import 
monopolies and special licences that are 
deemed essential to maintain the gov- 
ernment-controlled economy, follow- 
ing the 12 September devaluation of the 
rupiah by 3195. 
It was ostensibly also an economic 
report. that. prompted the Malaysian 
Govern sl ree-month ban 



















on the Asian Wall Street Journal and 
order the expulsion of the newspaper's 
two reporters. Most of the Journal re- 
ports that had presumably incurred the 
wrath of Kuala Lumpur focused on fi- 
nancial scandals and questionable acti- 
vities by close associates of Prime Minis- 
ter Datuk Seri Mahathir Mohamad. 

Kuala Lumpur's үте circles are also 
quivering with dread because of the Ma- 
laysian Government's move to tighten 
up the Official Secrets Act to make a jail 
sentence mandatory for offenders. 
Under the amendments being pondered 
by the government, any government 
document could well be construed as 
“secret.” 

Singapore decided to cut down Time 
magazine's circulation in the island re- 
public from 18,000 to 9,000 as of 20 Oc- 
tober with a further restriction to 2,000 
from the beginning of next year, and 
that magazine may be just the first casu- 
alty under the new amendments to the 
Newspaper and Printing Presses Act. 
The rationale here is somewhat diver- 
gent from that in Malaysia, where the 
prime minister has accused the interna- 
tional press of being Zionist agents out 
to topple Malaysia whose official reli- 
gion is Islam. 

In the case of Singapore, Prime 
Minister Lee Kuan Yew obviously 
wants to teach a “profit-and-loss” lesson 
to foreign publications he considers to 
be “engaged in domestic politics.” The 
Singapore premier must have been seri- 
ously convinced of his calculated move 
when he explained the motivation be- 
hind the amendments to the law on 21 
August this way: foreign publications 
Щу write what they want but they will 
make no money out of it. "We'll see 
whether you are interested in upholding 
great freedoms, or whether you are in- 
terested in your advertising revenue 
which is what these newspapers are cry- 
ing about. We will prove it,” Lee said. 

Time was hit, according to the offi- 
cial version, because it refused to print 
in full a letter from Lee's press secretary 
complaining about the factual accuracy 
of a report in the US magazine's 8 Sep- 
tember issue. Indonesia resorted to a 
different way of reacting to unfavoura- 
ble reports in an Australian newspaper: 
slapping visa requirements on all Aus- 
tralian tourists — requirements which 
were soon lifted. 

In this case, the point Jakarta was 
trying to put across evidently was to 
show that there is only one way to treat 
трак foreign journalists: show 
them the door and perhaps they would 
in the future refrain from mentioning 
sensitive issues. But when Sinar Hara- 
pan was handed the ban order shortly 
afterwards, it was clear that the Suharto 

overnment could not care less about its 
international image on the issue of press 
freedom. 

None of these is very surprising, 
judging from recent history. The only 
perplexing element is that such 
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clampdowns on the press have not 
helped improve the economies of the | 
countries exercising such tough restric- 
tions on how news is relayed to the 
people. The sad fact remains that when 
the economy is bad there is an increas- 
ing tendency to penalise the press for | 
pening what is happening — as if 
eeping the “bad news” from being 
published would help economic re- 
covery. | 
| 
| 


Е ihe Thai press has, of course, also | 
been blamed for telling the people | 
how bad certain aspects of the economy 
were but most of the controversial issues 
were played up prominently in the local 
press and foreign publications. The 
Thai Government certainly did not 
enjoy such *unwarranted" publicity but 
somehow conventional wisdom has pre- 
vailed: there is no way a government 
could tell people here and abroad what 
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to believe and what not to and the 
only way to get out of the problem is 
to answer some of the embarrassing 
questions from local and foreign jour- 
nalists. 

Not everybody in the Thai Govern- 
ment of course thought the public 
should participate fully in the debate on 
sensitive economic and fiscal issues. 
When some newspapers published re- 
ports of an impending decree to give 
the authorities sweeping powers to 
handle ailing banks and finance com- 
panies, charges were filed by the Fi- 
nance Ministry against editors for “dis- 
closing official secrets" — a criminal of- 
fence. 

Thailand's record on its treatment of 
the press has certainly not been un- 
blemished. In fact, when officials over- 


-sive, inhibited population into a dynamic 

























































reacted, mostly on what they consi- 
dered to be security-related issues, they 
tended to stumble clumsily. Tough and 
all-embracing laws and decrees issued 
by previous dictatorial regimes remain 
in force and press freedom (or the lack 
of it) still hinges heavily on how each 
government handles a particular case. 
Consistency is not one of the Thai Gov- 
ernment's strong points on this score. 
But the inherent phobia against the 
foreign press has somehow worn off, 
though hiccups of a similar nature as 
those in other Asean countries still 
emerge from time to time. 

The current “full bloom" of press 
freedom in the Philippines under the 
new government of President Corazon 
Aquino has not raised envy in the world 
of Thai journalism which experienced 
more or less a similar euphoria after the 
1973 student uprising. After all, the 
pendulum will swing from one extreme 
to the other before it settles somewhere 
in the middle. The Thai press has seen 
both sides of the coin and has perhaps 
grown too cynical to believe that such a 
state of affairs could last. 

In the final analysis though, the press 
in Asean cannot but be affected by the 
fact that as the present political leaders 
are set to effect a smooth transition, a 


€ Some governments may 

overlook the fact that 
clampdowns on press freedom 
in most cases tend to increase 
— not reduce — the credibility 
of the mass media. 9 


democratic challenge is emerging. The 
outgoing leaders may still еа that 
the press has to toe the government line 
because developing societies are still 
"too fragile" to be exposed to a free flow 
of information. But they must also come 
to grips with the fact that the growing 
educated middle class throughout the 
region is gradually clamouring for а 
larger voice in shaping economic and 
political decisions. 

Some governments may overlook 
the fact that clampdowns on press free- 
dom in most cases tend to increase — 
not reduce — the credibility of the mass 
media. A political leader genuinely con- 
cerned about grooming a new genera- 
tion of leaders must try to detect the 
paranoia they have inherited from their 
mentors against critical comments from 
domestic and international publications 
and other forms of mass media. Unless 
such a siege mentality is wiped out, the 
"new leaders" of Asean will find it dif- 
ficult, almost impossible, to turn a pas- 


force with a full sense of participation in 
the nation-building process. 

Sooner or later, they will come to 
realise that they can not pay lip-service 
to press freedom — and swallow it 
too. п 




















By Chris Vaughan in Jolo, Sulu 


rade in Jolo, which once. brimmed 
with such energy that. ships from 
горе competed for the chance to bar- 
their goods, today stands dead in the 
er. Ninety percent of the booths at 
aterfront barter-trade market are 
oarded up for lack of business. Few ex- 
ect the shuttered stalls to reopen. 

he irony is that the same forces 
hich-once. made the Sulu archipelago 
е axis of the China trade — sea routes 
d guns — today are responsible for 


; the port which for so long suffered 
mmercial comparison .to the 
sultanate — the Spanish garri- 
wn of Zamboanga — now-enjoys 
ie spoils of the duty-free trade it was 
or so long charged with restricting. 
The recent introduction of large 
ps plying the Singapore-Zamboanga 
route has made Sulu and its counter- 
part Labuan, in the Malaysian state of 
Sabah, second-rate stopping points for 
the Chinesé and Indonesian textiles and 
lippine agricultural products. which 
are traded for other goods in today’s 
rier trade.. And. modern traders are 
ary of the violence in Sulu, shown by 
the appetite for weaponry, which West- 
rners once traded for local beeswax, 
bird's nest and mother of pearl — to be 
exchanged, in turn, for Chinese tea. 
«The Moro National Liberation Front 
MNLF) made a great show of strength 
September at the second Bangsa 
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һ Ocampo-Kalfors in Manila 

iddle-class, urban Filipino, a 
y begins with a cup of brew- 

eferably the. famous 
ү, the morning 






and a daily dose of government. pro- 
paganda. What had been an investiga- 





into a partner in his dictato 
But all that changed v 
wquino t 
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tive, inquisitive, and rather flamboyant. 
Philippine press was turned by Marcos. 


Barter traders struggle 
to keep markets alive 





eislands' status as a backwater. More- | 















land town of Maimbung, Sulu. But even 
in the absence of 50,000 armed Muslim 
rebels, the rerinants of downtown Jolo, 
bombed by tke army in 1974, are a re- 
minder that the current ceasefire in the 
centuries-old war for Moro self-deter- 
mination may be only temporary. : 

That struggle and the barter trade 
are intertwined in history. Before it was 
legalised as a «op to displaced Sulu trad- 
er$in 1973, the barter trade was called 
smuggling. But before the Spanish ar- 
rived to attach that nomenclature to it 
the “Moros” — a bastardisation of 
Moors — were putting their own rules 
on the marit.me commerce that sus- 
tained Sulu's independence in the face 
of Spanish, English and Dutch colonial 


forays. The local Muslim aristocracy fi- | 


nally yielded to Spanish sovereignty in 
1878, when their English trading 
partners sold them out, but they have 
never fully accepted Manila's rule. 
Today, however, they look to Man- 
ila as their oniy hope. “The majority of 
our people rely on the barter trade. It 
has always been that way, even when 
they called it smuggling," said Hadji 
Mahlail Acfad, treasurer of the Sulu 
Barter Trade Cooperative. “Now we 
can only hope they change the rules.” 
The rules ere changing, all right, fast 
and furiously. Since 1983, the barter 
trade was suspended, then reopened at 
twice the size, moved to Zamboanga, 
closed down, rebuilt, connected with 


) National Congress in the hinter- | Singapore, opened to three new groups 


t r the revolution, the 
wspaper war is on 


dency. The press was the first ben- 
eficiary of the new order, immediately 
becoming unfettered and boisterous: 
Aquino had promised freedom of the 
press during tae campaign and that was 
what was granted. Even a critical press 
was preferred to a silent one. 

In the firs: six months of Aquino's 





"government, the number of morning 


oroad sheets in Manila jumped: from 
three to 10, апа counting the tabloids 






and afternoor newspapers, there are 23 | 


in all. For the average middle-class 


n. Metro-Manila, what ‘once 
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and even suspended once again. The 
topsy-turvy state of the barter trade will 
soon straighten out, vowed Herminio 
Aquino, who inherited the snarled web 
of rules and acrimonious counter-claims 
surrounding the business when he took 
over the Ministry of Human Settle- 
"ments, the bailiwick of former first lady 
Imelda Marcos. à : 

Now the barter trade falls under th 
jurisdiction of the Southern Philippines 
Development Authority, but that is 
Aquino's bailiwick, too. Aquino, ‘the 
37-year-old uncle of President Corazon 
Aquino's slain husband, suspended the 
barter trade on 1 September, and he is 
implementing new rules which will turb 
some recent excesses while still allowing 
a far greater volume of trade than 
existed during the Marcos era.’ 

The new rules will allow ships of up 
to 1,000 tons to make bi-monthly round 
trips from Zamboanga to Singapore. 
The old limit, set by Presidential Decree 
No. 93 in 1973, was 160 tons, though à 
pair of steel-hulled 2,000-ton vessels 
made the voyage this summer. Most 
trips will continue to be made by the 
traditional wooden-hülled, — 160-ton 
ships, Herminio Aquino said. The 
smaller craft can only reach Labuan. 
The big ones call at Singapore, where 
the same goods available at Labuan сай 


be had for 50% less. 
ТЕ barter trade used to be restricted 
to Jolo and its marketing arm, the 
Zamboanga City Barter Trade. The 
stated intent of Ferdinand Marcos' de- 
cree was to give relief to Muslims from 
Sulu whose traditional seafaring trade 
was destroyed by the outbreak of armed 
hostilities between the MNLF and the 
government following the imposition of 
martial law in 1972, | IDEEN 


was a choice among three dailies, now | 
has become an ordeal of choice among | 


10 broad sheets, each promising a dif- 
ferent style and tale of what happened 
the day before. 

Even Filipino editors and journalists 
are complaining about the new state of 
the Philippine press. “There is so much 
freedom that [it] borders on irresponsi- 
bility, gossip and speculations," said 
Neal Cruz, editor-in-chief of the Philip- 
pine Tribune, one of the new. dailies 
started in April. Cruz, who moved from 
one of the pro-Marcos newspapers, 
noted a proliferation of gossip columns 
masquerading as opinion articles. .— 

Veteran . néwspaperman: Armando 
Doronila — an exile in Australia for 10 
years during. martial law and now an 
editor of the revived Manila Chronicle 
~~ said that newspapers are still resort- 
ing to headline grabbing, seeking out 
{һе dramatic and actio 


is 
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In 1983 Imelda Marcos' 
brother, Alfredo Romual- 
dez, took an interest in the 
lucrative commerce, and 
suddenly the Ministry of 
Human Settlements was in 
the business. Marcos sus- 
pended the barter trade for 
four months that year, and 
when it reopened, the origi- 
nal outfit in Zamboanga 
had a competitor, the gov- 
ernment-sponsored (апа 
Romualdez-dominated) 
Sakata Barter Trade. Jolo 
was pushed to the sidelines. 

The new government has 
authorised two more barter- 
trade groups for Zam- 
boanga. Zamboanga Vice- 
Mayor Susan do los Reyes 
said the city is suffering 
from the sudden glut of bar- 
ter trading: crime is at a re- 
cord level and the trade has 
spilled over to the crowded pavements. 
She wants to see the various outfits con- 
solidated and regulated. “There was a 
good reason for it to come here at first 
— it was for the people who did not go 
to the mountains to fight the govern- 
ment." she said. “But now that nor- 
malcy is restored, 1 think it is better 
if it goes back to Jolo, where it be- 
longs." 

ut the traders do not want to return 
to Jolo, seen as less convenient and 
short on amenities. Hasan Alam, a Jolo 
native who is now president of the Zam- 
boanga City Barter Trade, said: "The 
traders like it more here because we 
have electricity and running water and 
restaurants and discos. And they feel 
more secure here. The problem with 
Jolo is that no boats pass Jolo. People 
don't go there because they need all 
those passes from the military — a waste 
of time." 





ga port: threat to traditional merchants. 


original testing ground of 
Jolo, said Nabil Tan, presi- 
dent of the Sulu Barter Trade 
Cooperative: "The concept 
ofthe barter trade was not to 
help the rich capitalists. It 


man. Now that is gone, and 
whois hurtisJolo. We donot 


business, like Zamboanga. 
Without barter trade, Jolo 
cannot survive." 

Rules which once man- 
dated that Joloans' buyin 
allotment be twice that o 
Zamboanga have crumbled 


change, destroying the foun- 


in which goods flowed from 
Singapore to Labuan to Jolo 
to Zamboanga, with each 
entrepot grabbing its share 





Alam scoffed at the notion that the 
barter trade is responsible for Zam- 
boanga's crime wave but he, too, fears 
the rapid growth now planned for the in- 
dustry. “The barter trade is supposed to 
be a limited privilege,” he said. “Now 
they are making it a big business, and 
it’s not fair. If they allow these big 
boats, why should the people in Manila 
and Cebu stay out? We should all then 
be paying taxes.” 





Aur said safeguards will be imple- 
mented against abuse of the barter 
traders’ duty-free advantage, but he ad- 
mits it will be difficult to stop surplus 
oods from filtering, untaxed, into the 
hilippine economy if the volume im- 
ported is too great. Aquino said the only 
major change has been to increase the 
number of beneficiaries of the trade, to 
“spread the wealth.” 
The goal has not been realised in its 








formula of personality-oriented rather 
than an issue-oriented press still pre- 
vails. But, Doronila said, “press censor- 
ship is virtually non-existent.” 


Son Filipino journalists agreed 
that the only press censorship these 
days comes from the owners. However, 
compared to the pro-government press 
under Marcos, the newspaper owners 
today are considered “more democra- 
tic.” Columnist Art Borjal, president of 
the National Press Club and the Manila 
Overseas Press Club said: “What pro- 
pels press freedom these days is the ab- 
sence of fear by the journalists that the 
government can retaliate. Journalists 
have formed a kind of guild to protect 
them from censorship.” 

Now, Borjal said, the main problem 
facing Filipino journalists is that “they 
are labelled.” For instance, what were 
the anti-Marcos newspapers have been 
labelled “Cory press,” and the pro-Mar- 


cos ones are still called “crony press.” 
“The problem is that we have in- 
stitutionalised our sympathies,” said 
Borjal, who writes a column in the new 
Philippine Star called “The Jaywalker.” 
Just opposite Borjal's column is “Ву 
the Way,” publisher Max Soliven’s col- 
umn, known for its merciless attack of 
the corrupt. Soliven's style is rivalled 
only by Philippine Inquirer editor and 
columnist Luis D. Beltran. His sizzling 
“Straight From the Shoulder” column 
has made Aquino cry. The most sober is 
Doronila’s “Analysis” in the Manila 
Chronicle, which tackles the major is- 
sues confronting the government. 
Veteran columnist Teodoro Valen- 
cia, known for his pro-Marcos stance, 
has assumed the posture of watchdog of 
the Aquino government in the re- 
vamped Philippine Daily Express. 
Another veteran columnist, Joe Guev- 
ara, now writes his telegram-style 
"Point of Order" for the largest circula- 


of the spoils. 

Alam fears those lacking steel-hulled 
ships, such as the merchants of his 
cooperative, also will be losers in the 
suddenly more competitive atmo- 
sphere. “Unless there are major 
changes, I see the end of the barter 
trade,” he said. “At the rate we are 
going, it will die soon.” 

Aquino said this is true. The govern- 
ment will seek to “wind down” the trade 
over five years, then abolish it, he said, 
despite the risk of reviving smuggling. 

Alam said a resurgence of smuggling 
is more than a risk. It is inevitable. “The 
barter trade can be closed, but trading 
between this area and Sabah cannot be 
stopped,” he says. “The government 
can call it smuggling, but that is just 
their word for it. In the past they had a 
shoot-to-kill order to stop smuggling, 
but it didn’t stop. We are inherently 
traders here. We were when Manila was 
just a wilderness.” 


tion Manila Bulletin. A restaurant call- 
ed Via Mare, known for its seafood, was 
sequestered by the government for 
being owned by a crony of Marcos. 
When it reopened, Guevara wrote that 
the restaurant now serves “sea-ques- 
tered” dishes. 

Letty Jimenez-Magsanoc, who an- 
noyed the Marcoses in her days as editor 
of Manila Bulletin’s Sunday magazine 
— a hotbed of journalistic dissent and 
often the victim of government libel 
suits — now writes a column for the 
Philippine Daily Inquirer called *Leav- 
ings." Unlike the Marcos days of hard- 
hitting editorials, Magsanoc now is 
more benign in her criticisms of the gov- 
ernment. After the Marcoses left, she 
quipped, “the thrill [in journalism] is 
gone." 

How the Philippine newspapers deal 
with competition and which dailies will 
survive is a major concern these days. 
The most pessimistic guess has it that in 


was for the small business- | 


have factories and other | 


dation of the former system | 





away under the wave of | | 
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months only half of the 10 daili 
still be around. 
According to July circulation figure 
irst place remains.aà toss-up betwee 
the longtime pro-Macros Manila Bulle- 
with its 239,000 daily circulation 
‘Sunday circulation is 280,000), and 
hilippine Daily Inquirer (owned 
mostly by Eugenia Apostol) whose 
ily circulation varies from 
280,000. The Inquirer's popularity 
oared during the presidential election, 
oi iho from an initial circulation of 
to 75,000 as many readers turned 
from the Bulletin. The columns of 
liven, Borjal, and Beltran were cre- 
ited for the phenomenal rise in the /n- 
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bpn the Star. 
Malaya, with a daily circulation of 
000, comes in third. The Left-lean- 


er of the troubled [locos pro- 
ce.) 

The rest of the newspapers, includ- 
ing pre-martial law ones which were re- 
vived such as the Roces family's Manila 
mes and the Lopez family's Manila 
onicle, аге struggling to reach a se- 
spot in the newspaper war. 
"Manila, home to 7 million of the 
untrys 58 million people, is the 
leground. In Metro-Manila an aver- 
e middle-class family will probably 
two to three different newspapers. 
the provinces, most settle only for 
one. A morning daily which sells for P2 


en they reach the provinces. 
eyond the new-found press free- 
m, there also has been an upgrading 
journalism as a profession. Filipino 
urnalists have long been poorly paid, 
t the competition has boosted salaries 
as pirating of staff becomes com- 
monplace. Two of the new dailies start a 
w reporter at Р4,500-5,500 monthly. 
arting salaries used to be P 1,000. 

But Philippine newspapers are fac- 
ing a challenge to become а responsible 

d sober source of information. Some 

o journalists believe that under 





revolutionary Aquino роу- 


here the powers of the presi- 

mely broad, the press 

| as a watchdog against 

Thus. even newspapers: iden- 

tifie with the Aquino government try 
: / hard to adopt an adversarial posi- 


‘Inthe coming months, most predict, 

е Philippine press will focus on such 

esas the military bases, land reform, 

e economy, trade liberalisation, con- 

stitutional issues, the elections, the mili- 

ry and the insurgency. Chances are, 

newspapers will retain ti the colour, t ibat 
: hief t 
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9 US cents) in Manila sells for P5-6 . 


By Bruce Roscoe in Tokyo 


т“ story is familiar enough. A four- 
year-old girl at a kindergarten in the 
town of Hiketa, northern Hokkaido, 
goes home crying. Her mother as 
why she is upset. She says another gi 
told her she would not be able to i 
married because her legs are dirty. She 
is, of course, an Ainu. She has dairy 
legs. 

То most Japanese, Ainu are a bit like 
nuclear weapons: because they do not 
see them, ther cannot be there. The Ja- 
panese Government's official position 
on the Ainu is that they do not exist as a 
minority, This was put ina paper to the 
UN ini 1980. Their language and culture 
were sufficienily Japanese to escape the 
UN definition of minority, the Foreign 
Ministry argued. 

' Resident Koreans, it was also ar- 








No place! forthe Ainu 


gued, were not a minority in Japan be- 
cause without Japanese nationality they 
were foreigners. 

Japan's original inhabitants have 
just lived their longest national life — 
about a week — in the news media, after 
Prime Minister Yasuhiro Nakasone told 
a parliamentary committee that. he 
probably had a good deal of Ainu 
blood, considering his bushy eyebrows 
and dark beard. 





Nakasone was trying to get himself | 


out of trouble and got in deeper fot his 
efforts. In September he had told a na- 
tional meeting of the Liberal Democra- 


‘tic Party that Japan was a mono-racial 


society. Japanese literacy was higher - 


than in the US where Blacks, Puerto Ri- 


cans and Mexicans lowered the national 
level, Nakasone said. US Congressmen 
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n a hotel room in Canton they met to 
wrestle over the words of China — The 
Long March. Anthony Lawrence, the 
book's ашћо and long-time Asia cor- 
respondent for the BBC, faced Wang 
Hao, a Long March historian favoured 
by the People’s Liberation Army. For 
days, the (мео squabbled about а refer- 
ence to Zhou Enlai or Wang's demand 
to erase Lin 3iao from the story or the 
description cf the feud between Mao 
Zedong and Zhang Сиоїаі. = 
‘Their sessions were gruelling, the last 
battles of ar. otherwise amiable and 
peculiar joint venture between an Aus- 
tralian publishing house and the China 
National Publishing Industry Trading 
"Corp. Lawrence says he won the bat- 
tles; his unadulterated words — a short 
and lively tale of the Long March — ap- 
pear in the first section of this large and 
lush ‘picture book. Then, Lawrence's 
essay over, the book jumps to the 
Kodachrome present, a 50-year-after 
retracing of the route through pictures 
taken by scme of the best photo- 
graphers of tre day. 

It is a jarring coupling, as though 
there are two books sharing the same 
spine. Lawreace's part, sandwiched be- 

pia-tinted historical photo- 
па: prints оѓ. socialist 














list |. 


Picture-perfect history 


China — The Long March by Anthony Lawrence. international Publishing Corp., 
| China National Publishing Industry Trading Corp. and China Photographic Pub- 
lishing House, Hongkong. HK$350 (US$45). 


paintings, is one journalist's attempt to 
describe, while Chinese officials looked 
over his shoulder, the Long March, It is 
a description, as the hotel room tug-of- 
wars over sentences showed, treading 
on the charged and fragile connection 
between communist myth and historical 
fact. But turn to page 73, and the reader 
enters part two, called “Fifty Years on 
— A Pictorial Survey." For the next 200 
or so pages, China — The Long March 
becomes a colourful, sometimes arrest- 
ing array of images of current China 
captured by 16 far-flung photographers 
who descended with camera into an as- 
signed portion of the 11-province-long 
toute by aircraft, train, Land Rover and 
hot air balloon. 

One of the many who worked on this 
ambitious book — three: years in the 


making — says the Long March gave the 


theme, something to hang a picture 
book around. There seems to be an in- 
satiable appetite for picture books on 
China. To be. sure, the ready-made 
theme for the: pictures with, the added 
attraction of some talent plus a publish- 
ing extravaganza makes this picture 
book different from the others. 




















and human-rights activists seized upon 
this remark immediately and demanded 
an apology. 

The US reaction appeared to 
embolden Japanese politicians in oppo- 
sition. About a month after Nakasone’s 
original remark, it occurred to a Japan 


tober to ask the prime minister if by 
“mono-racial” he meant to deny the 
existence of the Ainu. Brushing the 
question off with an allusion to his eye- 
brows, Nakasone left open the question 
of the existence of Ainu, saying he did 
not think there was discrimination 
against any minorities in Japan. 


Ap from inviting a rebuke from 
Justice Minister Kaname Endo, 
who publicly warned the prime minister 
to be careful what he said about dis- 
crimination in Japan, Nakasone had 
lifted the lid on accounts of discrimina- 
tion against the Ainu, who since around 
the 10th century have been pushed as 
far north as the island of Hokkaido will 
allow. 


Communist Party member on 21 Oc- | 





Japanese are essentially of Mon- 
goloid origin, but Ainu are of proto- 
White stock. Most Ainu live in settle- 
ments in eastern regions of Hokkaido. 
Some eke out a living producing items 
of traditional Ainu handicraft for the 
tourist trade, others mingle with 
mainstream Japanese but suffer for it 
because of their hairiness, the physical 
characteristic setting them apart most 
from Japanese. 

Nakasone’s remarks probably were 
not so much racist as ignorant. The gov- 
ernment has not conducted any survey 
of Ainu demography since 1931, and an 
overwhelming number of Japanese sim- 
ply do not know who they are, how they 
live, or anything of their origins. The 
fact that they once lived in large num- 
bers on the main Japanese island of 
Honshu is, however, not happily recog- 
nised. 

Giichi Nomura, 
Hokkaido Utari Association, 
represents the interests of about 3,800 
Ainu households, accused Nakasone of 
holding the Ainu in contempt, and in- | 


director of the 
which | 





sists Japan is a multi-racial society. In 
any event his association produced 
enough accounts of discrimination to 
prove Nakasone wrong. 

Among these were reports of Hok- 
kaido hospitals refusing Ainu blood 
when seeking donations for accident 


| victims, and Ainu girls aspiring to be- 


come nurses being told to shave their 
arms when they apply for hospital jobs. 
A Sapporo high-school teacher had 
asked male students to raise their hands 
if they thought they would not mind 
marrying an Ainu woman. Ап Ainu 
protection law put on the books in 1900 
refers to them as kyu dojin or “old 
aborigines.” 

Possibly the most blatant example of 
discrimination was found in a “social 
studies comic book” (a teaching aid to 
speed up learning) published in April by 
Saera Shobo in Tokyo. The comic de- 
picts children saying, “Look! A dog's 
coming!” when they see an Ainu child. 


| It is a play on words. “Ainu” has been 


broken up into the exclamatory “A” 
and “inu” which means dog. п 
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in Yenan; a proud father in Yunnan province: struggle between myth and historical fact. 


-- 





MARY ELLEN MARK 





and people spread along the route. 
There is a cumulative aura of beauty, 
dazzling landscape after postscard-per- 
fect domestic scene, which is overwhelm- 
ing after a while. American 
grapher Mary Ellen Mark's black-and- 
white pictures (there are a few) of a fun- 
eral in Yunnan are a respite from the 
bright beauty. Hongkong photographer 
Leong Ka-taís shots of the Great 
Grasslands and of Buddist monks at а 
lamasery in Aba stand out for their 
sense of place. The pictures, though, 
have little to do with Lawrence's words. 
They both just happen to refer to the 
same terrain. 


But back to the words in the begin- 
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| 
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hoto- | 


| gled thousand, is the seminal event in 


| source official legend. The Long March, 


ning. Lawrence signed on for quite а 
task: telling an historical tale using as à 


a 368-day exodus begun by more than 
80,000 men (and a handful of women) in 
1934 and completed by a few bedrag- 


the myth-making of modern China. It 
created heroes — a somewhat revolving 
roster — it created legitimacy for the | 
communist leadership and the core of | 
the fighting force that routed the 

Kuomintang (KMT) in 1949. 





| 

үү riting of legend is treacherous, and 
in Lawrence's case, doubly so. 

First, there are few trustworthy arbiters | 





in separating what happened on the 
Long March from the inventions of 
what happened. On top of that, when 
the writing was done, Wang was there to 
give China's approval, making sure 
Lawrence's words did not shatter the 
myths that have survived communist 
China's moulding of its own history. 
Lawrence accomplished much. In 
10,000 words, he gives a readable 
primer on what those 80,000 marchers 


| endured, who led them, where they 
| went. Quickly, he conveys splits in the 
| leadership of the Red Army, the extra- 


ordinary scale of the mission, and how, 
as the dwindling number of marchers 
snaked across China, the aims and lead- 
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| ers of the march changed. He is best 
when. describing the daily agony: sol- 

| diers cowering under KMT bombs, 
scrambling for bits of cloth for sandals, 
trudging over mountain trails at night 
with only the shoulder of the man in 
front as a guide. Lawrence looked for 
the details, and found some gems. 

т One story related how “part of a col- 
umn sheltered from air attack in a grove 
of pomelos [large citrus fruit]. Al- 
though the men were half-crazed with 
hunger and thirst, the fruit remained 
untouched because nobody was sure 
whether the owner was a landlord or a 
peasant. Finally, a village woman ar- 
rived and began selling fruit to the 


troops." 

ў andling the myths, however, is tric- 
| kier. None more so than Mao and 
| the Long March. According to commu- 
| nist cannon, Mao unified the communists 

during the march and became the undis- 
uted leader. It happened in Zunyi in 
anuary 1935. Mao crushed his detrac- 
tors, and henceforward was the great 
| helmsman. At least that is the official 
version. Mao may no longer be infalli- 
ble, but his Long March forging of a 
unified communist party and army re- 
mains largely unquestioned. It is the 
well-spring of legitimacy for Deng Xiao- 
ping just as it was for Mao. 

Lawrence seems to accept this ver- 
sion. “Мао Zedong assumed the top po- 
sition in the party which he would retain 
until his death in 1976," he writes of 

| Zunyi. "But from now on no one 
doubted his authority." A few pages 

later, however, Lawrence hints that 
Mao's mastery at Zunyi was not quite 
. how it had been described. Lawrence 
later writes of *open disagreement be- 
tween leaders," and does not ignore the 
fractious fighting between Mao and 





| Army who eventually joined the КМТ. 
| At one point, long after Zunyi, Law- 
rence calls the Mao-Zhang feud "the 
most serious internal struggle and divi- 
sion of strength the communists ex- 
rienced in the entire course of the 
ng March." Lawrence might have 
done more to let the reader know how 
murky are the supposed facts of the 
past. 

Current renditions of the Long 
March legend are equally difficult to di- 
vine. Lawrence says his words passed 
muster because all is in flux, even the 
legend-keepers have lost track of what 
is the correct version of the Long 

. March. China — The Long March was 
conceived as the inaugural publishing 
joint venture (with foreign companies 

supplying the capital, but splitting the 
profits with their Chinese partner). The 
project was dependent on Chinese co- 
operation for the pictures. Hence, 

Wang's role as adviser and commen- 

tator on the words and the mostly unfet- 
tered vision of 16 photographers for the 
pictures. — Margaret Scott 


_ Zhang, commander of the Fourth Front | 
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| Bertolucci on the set of The Last Emperor. 
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Images of the emperor 


The Puppet Emperor: the life of Pu Yi,last emperor of China by Brian Power. 


№ year Bernardo Bertolucci's film 
about Pu Yi, the last of the Chinese 
emperors, should be released. This 


| US$20 million project starring John 


Lone and Peter O'Toole. as well as 
some 20,000 extras, is being billed as the 
first independent, foreign film about 
modern Chinese history to be made in 
China. Bertolucci's version is based on 
Pu Yi's ghost-written autobiography, 
and Pu Jie, Pu Yi's 80-year-old brother 
and present head of the Manchu 
dynasty, is serving as consultant. 

Pu Yi's version of his life, From Em- 


peror to citizen: the autobiography of 


Aisin-Giori Pu Yi was published in Pe- 
king in 1964. Forever a chameleon and 
something of a puppet in the hands of a 
host of scheming and ambitious politi- 
cians, Pu Yi in his autobiography vil- 
lified his former tutor, the imperialist- 
leaning Regimald Johnston. Pu Yi 
claims Johnsten persuaded him to be- 
lieve that the Chinese people longed for 
the restoratior of the Oing. But, in Pu 
Yi's version, the emperor realised that 
what the people really wanted was a 
communist republic. 

If Bertolucci's film purports to be 
more than just a spectacular — and 
there is plenty of scope for the director 
of A Last Tanzo in Paris to have some 
rollicking scenzs with eunuchs and con- 
cubines — it seems strange that he 
should use the autobiography as his 
source. However, given the location of 
the film-making, it may be politic, even if 
the result may be seen as controversial. 

Bertolucci ¿lso had access to another 
account of the life of China's last Son of 
Heaven. Some time ago he visited Brian 
Power, author of the much-acclaimed 
The Ford of Heaven, the story of his 
early years in Tianjin. And recently, the 





| Peter Owen, London. £13.95 (US$20.20). 





director requested that a copy of 
Power's latest book, The Puppet Em- 
peror: The life of Pu Yi, be jet-mailed 
to him on location in Peking. This bio- 
graphy gives a very different version of 
events, though whether any of the new 
material will be incorporated into the 
film is uncertain. 

Power's account of the thrice-en- 
throned emperor is a beautifully written 
and concise work in the tradition of the 
Chinese itinerant storytellers. Blending 
fact with fiction, Power renders under- 
standable the mass of historicai detail 
necessary to have an inkling of the 
phenomenal changes that took place in 
China during Pu Үг lifetime (1906-67). 
The inclusion of imaginary scenes helps 
to put the main protagonists into a 
realistic setting. The transformation of 
the boy emperor to elderly cadre, end- 
ing his days pushing paper at the depart- 
ment of historical archives, has all the 
quality of a dramatic and faintly im- 
plausible fairytale. 

Unlike Pu  Yi's autobiography, 
which is not great literature, Power's 
book qualifies as gracefully written. 
This is not, however, the main reason 
for hoping that Bertolucci will use it as 
an alternative source. Power suggests 
that Pu Yi's decision to flee to Man- 
churia after the Japanese invasion, in 
the ultimate hope of regaining the Dra- 
gon Throne, was entirely his own. 
Furthermore, using Johnston's own au- 
tobiography, Twilight in the Forbidden 
City, as a source, Power portrays the re- 
lationship with Johnston quite different- 
ly than Pu Yi's version. 

But whatever the truth, we will have 
to wait for Bertolucci's film. Film-mak- 
ers are renowned for having their own 
view of the facts. — Ffiona Swabey 
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Oil-refining in Bahrain: the price decline has had enormous impact. 
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A globally vital region comes to terms with economic change 


The boom is over 


By Salamat Ali in Muscat 


bdallah Bishra, secretary-general of the Gulf Co- 
operation Council (GCC). argues that the current 
economic recession in the Gulf has given his region a 
breathing spell to sit back and plan its future more rationally 
The statement does not stem from his lack of skill in putting 
the best picture in public on а bad situation 
No one disputes that the Gulf boom is over. The argument 
is between two sets of observers. There are those who believe 
that the peninsular Arab states, having reached dizzying 
heights in the world capital markets in just under two 


decades, are gradually sinking back into their former 
anonymity. 
The rival view claims that the Arabian Peninsula has 


transited from the uncontrolled, headlong rush on the tor- 
rent of petrodollars to a stage where it is assessing its assets 
and liabilities to settle down to a realistically lower but far 

логе sustainable economic and political profile on the inter- 
„ational scene. 

The pessimistic view is rooted in the belief that accidental 
gains are hardest to pre- 
serve, and that the Gulf 
states are most unlikely to 
prove exceptions to the 
rule. They suffer from in- 
herent weaknesses rooted 
in their archaic social 
structure, ill-conceived in- 
dustrialisation plans, super- 
power rivalry in and 
around their home and, 
more importantly. a small 
population, of around 20 
million, living in an area of 
about 3 million km2. 

The Gulf's prominence 
in the global politico- 
economic sector flows 
from three accidents 
First, the discovery of oil 
in the region, that it short- 
sightedly manipulated to 





| 





hold the world at ransom. Secondly, the civil war in Leba- 
non, coupled with the oil-generated boom on the peninsula, 
shifted the Middle East's financial capital from Beirut to 
Bahrain and other Gulf cities. Thirdly, the advent of the 
Iran-Iraq war and the fundamentalist threat brought to- 
gether a most unlikely set of actors and clubbed together the 
monarchies of Saudi Arabia, Oman, Kuwait, Bahrain, Qatar 
and the UAE 
Ihe two warring regional giants, locked up in their own 
rivalry, could not veto either the apologetic, initially avowed 
objective of the six monarchies' mutual economic coopera- 
tion, nor its subsequent bold extension into military and poli- 
tical matters 
The current gloomy economic scenario stems primarily 
from the fall in oil prices from more than US$40 a barrel 
about three years ago, to around US$6 a barrel in June. 
This was bound to force a downturn in the totally oil- 
centred economies of the region. The plunge in the price 
of crude coincided with the completion of nearly all the 
, multibillion-dollar infra- 
structural projects which 
had attracted to the re- 
gion businesses from 
all around the world 
everything from banks and 
construction companies, 
to sellers industrial 
plants. 
The ecomonic plunge 
was given further im- 
petus by bankers who, 
due to their own short- 
sightedness, indiscretion 
and unrealistic ambitions 
have lost huge amounts 
of capital — the exact 
total of which is not vet 
known. 
It is said that the Gulf 
states themselves concede 
that global oil demand is 
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Over 90 years of experience. And expertise that 
puts other banks in the shade. 
It's been over ninety years since we were established in the Middle East, and 
we've seen a lot of changes. In that time, we've developed a full range of 
financial services to meet the special needs of the region. 


Backed by the vast resources of the HongkongBank group, the BBME can 
offer you direct links with more than 1,200 bank offices in 55 countries. 


Not forgetting of course, the full benefits of almost a century's 
professionalism, integrity and trust. 
The Gulf-based bank with global connections. 


The British Bank of the Middle East 


Bahrain India Jordan Lebanon Oman Qatar Switzerland 
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Omani desert tank; Kuwait Stock Exchange: strengths and weaknesses. 
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not calculated to rise by more than 1% a уеаг until 1990, Until the end of the Middle Ages, this factor had given the 
and also that high oil prices may remain a memory in the Gulf states a near-monopoly on global maritime trade. The 
foreseeable future. But military and economic strategists do | strategic location is as important today, and precipitates 
not conclude from these factors that the peninsula is no rivalry for advantage by the two superpowers. The increased 
longer of any significance to the rest of the world. They note strength of the Soviet navy in the Indian Ocean over the past 
that the region still holds around 60% of the non-communist | decade and the buildup in the trans-Caucasus Southern 
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world's proven reserves of the industrial civilisation's life- Asian districts of the Soviet Union has been matched by the 
blood — oil. increased presence of the Western navies, especially that of 
The region is still enormously capital-rich, and its gov- the US, which for about the past four years has been operat- 
ernmental and private-bank deposits and investments ing a Middle East Task Force in and around the Gulf. 
abroad form a significant part of the non-communist world's Further, the Pentagon has created the US Central Com- 


active capital. Additionally, Saudi Arabia mand, which is steadily improving its capa- 
is known to be mineral-rich, with de- bilities leading to a spiral of escalating mili- 
posits ranging from copper and gold to ON OTHER PAGES tary preparations in and around the region. 
uranium and high-grade iron ore. Unable Suffering from basic demographic and 


to put its current vast financial resources to rp reo social weaknesses, the Gulf states them- 
optimum use, the country is just not in- Iran-Iraq war selves have little room to manoeuvre. They 
terested in any vast probing of its mineral The Yemen factor —— hope that their Western allies will come to 
wealth. Economies their rescue in any military crisis and that 

Above all, the Arabian Peninsula is lo- Economic cooperation —' the Iran-Iraq war will not produce too confi- 
cated in that important quadrant of the In- Industry 9 dent and threatening a victor. Meanwhile, 
dian Ocean which is halfway between East | Banking they strive for balance all around to pre- 
Asia and Europe. It is adjacent to the Sub- | Shipping ________ serve the status quo. The newly discovered 
continent in the east, Africa іп the west and | Jebel Ali —__—_—_______ need to establish diplomatic relations with 


other Middle Eastern countries in the Expatriate labour the Soviets seems to be one Gulf effort in 
north. that direction. п 
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| Note: All figures for 1984 unless indicated otherwise. 
|. "Infant mortality calculated for ages below 12 months. 2Вапк of England estimates at end-1985.  SAbu Dhabi census at end-1985. 


"United Arab Emirates is the federation of seven autonomous sheikhdoms of Abu Dhabi, Dubai, Sharjah, Ras Al Khayma, Ajman and Um Al Quwein. 
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ggest military exercises ever held in the Arabian 
sula. Besides the British armoured brigade, a 
adr ornadoes from the Royal Air Force are also 
icipating in the exercises, which began on 24 October and 
will end on 30 November. The British naval contingent has 
he same firepower as the fleet sent to the Falkland islancs to 
onfront Argentina. 
The. British forces assembled at Masira island and are 
irrying out the exercises on 
he Omani mainland. As 
mani. vice-chief of army 
;Maj.Gen. Rukun 
ohammed bin Saeed al 
fi told the REVIEW; the 
cises provide the Omani 
d forces with the oppor- 
ity to work with their Bri- 
ish counterparts and.coordi- 
ate Omani infantry exer- 
ises with the British armour- 
d force and air force. 
| The Omanis are learning 
operate with a sophisti- 
ated military ally, as well as 
earning its techniques and 
‘practising command over 
oreign troops. The British, 
the other hand, are able to 
test their own performance in 
Guif environment and 
Іво learn the tactics used by 
mani forces; The exercises 
vere to be carried out under 
mani command. 
The exercise is code 
amed Saif Sareea (or Swift 
d).. This is not Oman’s 
, joint exercise. Over the, 
six years, Omani forces | 
Па out two joint ‘wm 
ho forces. | E: 





shore, establishing a beachhead and end- 
at tl an has also carried out exercises 
ns with its GCC allies. 
xercise: not linked to any strategic situation in 
те area, nor are they agreed to be part of the framework for 
efence which characterises the slow but steady progress of 
US Central Command (Centcom) in the regior to 
i ist scheme. But not many mili- 
Ty strategists of either the two superpowers or the regional 
wers disagree that there is an increasing danger of escala- 
on within the region, which is the result of latent regional 
antipathies and the Iran-Iraq war. | 
; The need to augment and improve military force in the re- 
gion is seen as both immediate and long-term. Iranian “un- 
amentalism and Ayatollah Kl i's commitment to ex- 


| immensely capital-rich, is great. 


|, sales of sophisticated military equipment to Saudi Arabia 


nd Oman are staging what may well be onz of . 











-USCENTCOM AREA OF - 
| RESPONSIBILITY - 


the batallion level, involving US lznd- 





mergin omeini or Iraq's 
President Saddam Hussein, is not regarded by many as a 
favourable outcome. ZA 


“Syrian and. Libyan | 


0 licies against the US and its allies 


` threaten the regional powers, and therefore promote insta- . 


bility. The need for stability in a region that contains 60% of 
the non-communist world's known oil reserves, and which is 
















































The potential for destabilisation, and the US commitment 
to maintain the status quo in the region, is marked by US 





and the augmenting of the capabilities of its carrier task force 
intheregion.. « ' і и 

» The Os 20 has а base оп Diego Garcia, with its chain 
of facilities spreading from Barbera to Masira, and possibly a 
little beyond, to permit basy transit of military expeditions. 
Asa result of the base and the sympathetic attitude of several 
regional powers, the US has achieved a military superiority 
in the region — one which the Soviets are trying to counter- 







balance, ~ ; . 

The Soviets have so far tried to counter with land-based 
deployment of: ground and air forces east ofthe Caucasus. 
Their reconnaisance aircraft, based in Aden, regularly fly 
over the Arabian Sea and the rest of the northern quadrant of 
the Indian Ocean. In fact, the 
Soviets are close to gaining a 
new base in the region, which 
ironically is to be paid for by 
the oil-rich Arab states them- 
selves 7 

South Yemen (PDRY), 
an ally of the Soviet Union, is 
being paid by Gulf states to 
keep its hands out of neigh- 
bouring Oman. Petrodollars 
in. economic-development 
aid have been received, and 
Kuwait has accepted a 
Yemeni request to fund con- 
struction of an international 
airport at Hadharmaut. The 
airport is unlikely to have 
much civil air traffic. It is 
more likely to serve as a de 
facto facility for Soviet sur- 
veillance air.missions, which 
are. already operating from 
the airbase at Aden. 


PEOPLE'S DEMOCRATIC 
REPUBLIC OF YEMEN 


Arabian Sea 


ister Abdulaziz al Rowas 
8 refused to comment on deve- 
E. lopments in the PDRY, but 
he told the REVIEW that his 
| country's talks with the 

: PDRY are still going on, and 
that it would be premature at 
this time to predict their out- 
come. Asked when the two countries will exchange ambas- 


T BEVIEWMAP by Ricky Hui 


|sadors, he said that could take place next year, “or the year 


after next." 


Soviet TU-95 Bear-D aircraft begin flying гесоппаіѕ-. 
,W sance missions over Diego Garcia, which has about 30 
ships and abundant facilities. In the next couple of years it is 
to have 27 more ships stationed there for transporting heavy 
equipment to the Gulf at the possible outbreak of hostilities. 
Pens are being built on the island, but it is not clear whether 
they are for nuclear or non-nuclear submarines. - 

Over the past three years, the US naval presence in 
the Indian Ocean hàs amounted to some 28 ships at any 
given time, which is matched by the Soviet presence of 
26 ships. The number of submarines in the region du: ig the 


Т: Pentagon has said it is only a matter of time before ` 
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Omani naval exercise: learning from their allies. _ 
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Bahrain. Kingston claims that his com- 
mand has made considerable headway in 
evolving a major military relationship 
with nations in the region. 

Centcom believes that situations re- 
quiring its involvement are reduced if re- 
gional stability is maintained. But crucial 
to any possible intervention into which it 
may be forced is the support of the host 
nations in the region, which are equipped 
with US weapons and trained by the US 
or its allies. 

But Centcom's difficulty is that it 
is based at MacDill in Florida, which 
is 7,500 miles from Dharan in Saudi 
Arabia and 8,100 miles from the Straits 
of Hormuz, or 12,000 miles if the route 
is to be around the Cape of Good Hope. 
It is due to this difficulty that Centcom 
wants to establish its forward presence 
ashore to fully integrate US. military 
programmes with economic and diplo- 











same period has varied between one to five on each side. 
However, the Soviets consider themselves outnumbered 
in the Indian Ocean, for they add French, British and Austra- 
lian naval strength in the ocean to the US strength. On the 
other hand, the US calculates the Soviet threat less by its 
naval presence, and more by its military districts in the south 
of the Soviet Union and by the possible military use of air- 
bases in Afghanistan, where the Soviet-built Shindand air- 
base is about 330 miles from the Strait of Hormuz. 

It is this factor which has prompted the US to create 
Centcom, with Gen. Robert Kingston as its commander-in- 
chief. Centcom has assumed responsibility for activities in 19 
nations, from Afghanistan and Pakistan through the Middle 
East, including Egypt, Somalia, Kenya, Sudan and Djibouti. 
As Kingston told the US Senate Committee on Armed Ser- 
vices some time ago, the region “represents the crossroads 
for the US and Western commerce and . . . is buffeted 
by destructive intra-regional conflicts and extra-regional 
threats." 

Centcom insists that it is not creating new US bases in the 
area and has merely improved existing host-nation facilities 
that US forces will be able to use to support US forces. A 
small forward quasi-headquarters functions with the US 
Middle East Force on US naval ships a little off the coast of 

















matic programmes in the region. But 
itis not clear where this forward presence is to be. 

Some US military analysts have argued that US forces in 
the Gulf need to have a secure base not merely on Masira, or 
the eastern coast of Oman, for instance, but also on the coast 
on the other side of the Gulf of Oman. There have been dis- 
creet diplomatic probes over the past few months to create a 
stronger and closer military cooperation between pro-West- 
ern nations, stretching from Turkey in the west through the 
Arabian Peninsula to the Subcontinent. 


play a quiet role, are not willing to make the relation- 
ship any more visible. 

The US has neither confirmed nor denied that its P-3 
Orion aircraft have been flying on surveillance missions from 
the Subcontinent to monitor the Soviet naval fleet both in the 
Gulf and the rest of the Indian Ocean. The Orion is an impor- 
tant component of the US military global tracking network 
designed to monitor Soviet nuclear submarines. With 
Centcom's capabilities further augmented in the future, 
available facilities could be used more intensively. 

Currently, Centcom can call upon 300,000 men for use in 
the command's area of operations. This is scheduled to in- 
crease by at least 50% over the next three years. In terms of 
men and equipment, this will be the largest 


Hi owever, most of those nations, though prepared to 














































































AWACS jet: providing reassurance. 


force after the total US strength commit- 
ted to Nato. The development of facilities 
to deploy this force is to cost about US$4 
billion over the next two years. 

The presence of the US Navy in the 
Gulf has been reassuring to most Arab 
states. They believe that the US-manned 
AWACS capabilities in the hands of the 
Saudis, and the stationing of US ships 
with surface-to-air missiles, has pre- 
vented the closure of the Straits of Hor- 
muz and the spillover of the Iran-Iraq war 
into other countries in the region. 

Iran has in fact tried to make incur- 
sions into other countries. In June 1984, 
two Iranian warplanes were downed by 
the Saudis, who had advance warning of 
the incursion from the AWACS team. 
Recently, another warplane of uniden- 
tified origin was downed as it made its 
way into Kuwaiti airspace. Although the 
origin of the plane has not been con- 
firmed, it is thought to have been an 
Iranian aircraft. The US presence has un- 
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doubtedly improved the efficiency of the regional powers 


and has in fact frustrated even token Iranian incursions into Pro ress on some 
other regional countries. g 
However, some analysts argue that Centcom, even with 
its rapid-deployment capabilities in the Gulf, would not be 
able to counter effectively a Soviet challenge in the region. ron © u 
The analysts further argue that unless host nations are inte- J 
grated into a systematic arrangement with Centcom, anc un- E = e 
less Centcom has a forward-based headquarters on shore with u n ity IS el u Sive 
the regional powers, US forces are good for little more than > 
suppressing regional conflicts and maintaining the status quo. 
The regional powers themselves are ambivalent about | By Salamat Ali in Abu Dhabi 
their own capabilities. Some argue that regional security is he heads of the six states constituting the apex body 
the sole responsibility of the countries themselves. But politi- : of the Gulf Cooperation Council (GCC) were due 
cians in the region concede among themselves that all the to meet in Abu Dhabi in November to tackle once 
Gulf states put together, their multibillion-dollar military again the three-year-old issue of a joint defence fbi for 
hardware notwithstanding, cannot counter any serious threat | the GCC region, covering Saudi Arabia, Kuwait, Bahrain, 
such as an Iran emerging victorious from the current con‘lict, | the UAE, Qatar and Oman. Little. however, was expected 
| or an extra-regional threat to the status quo. In suchan even- | to emerge from the meeting, despite the two richest mem- 
tuality, the hopes of the Gulf states are pinned on the massive | bers’ — Saudi Arabia and Kuwait — strong desire for pro- 
| capabilities of the US armed forces. O | gress. | 
What the six council states have not been able to resolve 
f so far is the issue of balancing each member's national sover- 
| Ll 
I 


















eignty with the demands of common defence. None of them 
is prepared to surrender any of its control, however small, 
over its own armed forces. Thus the long-term aim, agreed to 
in principle, of creating a joint command for members' mili- 
tary forces, remains as remote as ever. 

The problem stems from a basic lack of mutual trust and a 
continuing spirit of fierce tribal independence and rivalry 
that has evolved into national rivalries since the recent 
emergence of nation-states. First, the tribes were fighting 
each other over water-holes. Now, the nation-states fight 
each other over potential oilfields — the source of almost the 
entire wealth generated in the GCC region. 

The need to protect existing social order, as well as 
wealth, coupled with lingering suspicions of the past, leave 
little room for mutual trust. Typical is the case of the UAE, 
which is a loose federation of the seven sheikhdoms of Abu 












CONSOLIDATED BALANCE SHEET 
(Expressed in thousands of U.S. dollars) 
December 31, 1985 and June 30, 1986 







ASSETS JUNE DECEMBER 
1986 1985 


Cash and due from banks 2,901 2,347 
Time deposits 96,521 238,732 
Trading and 

investment securities 179,048 134,709 
Loans and advances, net 246,265 241,778 
Investments in and 





















Casert a anina 12,131 13,173 Dhabi, Dubai, Sharjah, Ras Al Khayma, Ajman, Fujeirah 
equipment; net 8.689 8.960 and Um AI Quwein, each of which jealously guards its dis- | 
Accrued interest 






tinct entity, envies those who have more wealth and quickly 
reacts to every real or imagined slight. 

It was only about two years ago that Dubai and Sharjah 
had an armed confrontation over border demarcation, be- 
cause Dubai suspected Sharjah of trying to poach on a field of 
its condensate. The change in the situation is that instead of 
shooting it out, both agreed to a negotiated settlement 
through the mediation of federation president Sheikh Zayed 
bin Sultan. Through the agreement, Dubai could straighten 


and other assets 10,422 9,445 
555,977 649,144 
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LIABILITIES AND 
SHAREHOLDERS' EQUITY 
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Demand and call deposits 460 2,442 
Time deposits 375,280 470,403 
Floating rate certificates 


























of deposit, net 39,949 39,907 
Accrued interest and чут 
| other liabilities 10,277 9,576 Là i 
t Proposed dividend and 


directors’ fees 4,245 4,245 
Total liabilities 430,211 526,573 
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fully paid; stated value 
$1 per share 100,000 100,000 
Reserves 20 


Retained earnings 4,986 1,791 
Total shareholders’ equity 125,766 122571 
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Construction in Sharjah: 






social order? 
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tonomy. : 
Since then, Sharjah has set up its own armed forces, which 
are equipped with some armour, patrol boats and aircraft. 
Dubai, too, has its own armed forces. These are not control- 
led by the armed forces of the federation, which are under 
the command of:Zayed. Neither Sharjah nor Dubai is pre- 
pared to surrender command of these forces to the federa- 
tion, though these are the single biggest drain on their rev- 
enues. | 
Apart from the friction within the UAE federation, there 
are several incipient conflicts between the GCC states. 
Only in May, the armed forces of Bahrain and Qatar were 
| about to shoot at each other over the low-tide reef of Fasht Al 
. Dibal. The armies of the two sides faced each other on Hawar 
“ island. Both sides closed all marine and air routes in the area 
and started building up defences for a battle. Through the 
good offices of other GCC partners, both have pulled back 
their forces and agreed to adjudication or arbitration by а 
neutral authority. 
Also, Oman, which has several enclaves within the UAE | 
and also holds Musandam peninsula, whose land access is cut 
by the UAE states in between, is considered overbearing by 
a | the UAE. The UAE complains that Oman subjects it tovari- 

«e | ous pressures almost at will; because it has a larger popula- 
tion and has the best-trained armed forces on the Arabian 
peninsula. 

For instance, Oman does not recognise the UAE's au- 
thority to issue permission to travellers to cross the land bor- 
der, while the UAE dares not object to the Royal Omanese 
Police's permits to cross the border and travel overland to 
any place within and beyond the UAE, 

Nonetheless, diplomats in the region point out that con- 
sidering these antagonistic relationships, the degree of co- 
operation achieved by the GCC.in some fields is remarkable. 
Irrespective. of their propensity to cheat each other on the 
agreed steps towards a customs union, there is steady pro- 
gress in economic cooperation. 

GCC secretary-general Abdullah Bishra believes that a 
common GCC market, with unified external tariffs and free 
movement of people, money and all other factórs of produc- 
tion, may not be as remote an objective as it might seem. Al- 
ready, there are common duty scales, соттоп import 
policies and common standardisations of weights and mea- 
sures. There is a move afoot to create a common electricity 
grid for the entire GCC. 

It is generally believed that moves towards greater GCC 
| unity will accelerate when a younger generation of leaders 
takes over. This generation is better educated and more ex- 
posed to the appeal of pan-Arabism. п 









































itary parade in Oman: show of strength. 








: have all pinned their hopes to the end of the conflict a 


' are Iraq's main creditors, will have tow 





Conflict with no 
end in sight; but 
fear the victor — 


By Salamat Ali in Kuwait ——— К. 
Е: weeks, Ifan has been threatening yet anoth 







































offensive” which will crush. Iraq апа pu 

the war which has, lasted more than ears 
experienced observers in the region believe that the Ira 
threat is little тоге than rhetoric, and they: predict t 
the war is likely to continue for years unless there are 
foreseen drastic changes in the domestic situation in Iran 
Iraq. 
. Total Iraqi air superiority, the lack.of a genuine desi 
the Gulf countries to see the two regional giants recover 
continuing losses of economic and human resources, th 
eral unwillingness of global political interests to see eithi 
the two powers, especially Iran, emerge victorious from 
conflict, and the fanatical Iranian determination to see 
aggressor punished, are cited as guarantees enough tha 
war is likely to continue indefinitely. : i 
"The war has brought different elements with differe 

terests head-to-head. The conflict of interests is commer 
as well as political. For some, the war has brought increas 
business, and naturally they desire a perpetuation of the: 
flict. But there are also commercial interests which 
fered asa result of the war. Ses 
Bankers hit hard by the current oil-price-related re 
sion, businessés exporting goods to the two countries, 
corporations wishing contracts with Baghdad and Teher 


what they anticipate, will be an economic boom in the regio 
once.the war ends. K 
Japanese firms have spent millions of dollars on studies t 
determine the extent of post-war rehabilitation in [гад alon 
Baghdad, aware of Japanese interests, has used this as an 
vantage, promising preferential treatment of Japanese 
if they show leniency towards Iraq now, when it is most 
need of economic aid. E | 
But diplomats in the region are: sceptical about 
ability to deliver on its promises; or even to be able to: 
vice the huge debts Baghdad has so far incurred, which. 
estimated at around US$30 billion. It is generally beli 
that Saudi Arabia, Kuwait, Qatar arid the UAE states; whi 
rite off their loan 











bad debts. 
However, the, Arab states are not 
itors. Iraq has topay US$9 billion b 
by various governmental export-crec 
world. Its largest creditors are Italy, w is owed USS 
lion, followed by Japan, West Germany, France and Tu 
which are owed more than US$1 billion each. : 
An additional US$6 billion is owed to other industriali 
countries, and these debts are not covered by export gu 
tees in the countries concerned. Unknown amounts are 
owed to some Soviet bloc countries, but these are believer 
be substantial. 7 me 
Until last year, Iraq was drawing the attention. of t 
world media to the parlous state:of the Iranian econom 
pointing out that all economic activity in Iran had come to 
halt. But the Iranians had a different story to tell. 
Unlike Iraq, Iran has no foreign debt, and in fact it wa: 
able to pay off whatever debts were left over by the late 
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shah. It is surpris- 
ing that Iran has 
remained debt- 
free, considering 
the fantastic sums 
it has been paying 
for clandestine 


shipments of arms 

and ammunition. 

Iranian foreign 

deposits. as calcu- 

lated by the Basle- 

based Bank for In- 
ternational Settle- 

ments in February. 

were US$7.08 bil- 

lion, which is not a Ladi 
large amount con- ы А 


Ab Ad 
dile fr et 
зе I UT) ~ 
> >! 


sidering that Iran's | Ruined oil pipeline, Iran: the cost is high. 





will in turn affect 
Iraqi purchases of 
helicopter gun- 
ships, missiles, 
shells, armour 
and earth-moving 
machinery that, 
according to the 
Iranians, are 





necessary for 
Iraq’s war effort. 
These effects 
combined, Iran 
speculates, will hit 
the domestic Iraqi 
scene hard, and 
encourage the 
country's Shias, 
who make up half 
of the population, 
and the minority 





war budget for the 


current year has been fixed by the Iranian Parliament at 


US$7.1 billion. 


Opec’s efforts to increase the price of oil have so far 
yielded little result. The drop in the price of crude alone has 


cut Iran's projected earnings for 
next year from US$17 billion to 
USS10 billion. Thus Iran has 
been hard hit, and the govern- 
ment is seeking different avenues 
of income. Teheran has sent 
trade delegations around the 
world to solicit customers for its 
non-oil exports, such as caviar, 
pistachio nuts, Persian carpets 
and other Iranian handicrafts. 
Exact figures are not available 
to support the success of the Iran- 
ian etfort; however, one indi- 
cator is that in May, non-oil ex- 
ports totalled US$67 million, 
compared with the monthly aver- 
age of US$25 million for 1985. 
Iran is also trying to sell natural 
gas to the Soviet Union; but the 


AP 


President Saddam Hussein's government. 

The scenario is unduly optimistic, though Iraq has re- 
cently been under pressure to maintain the ratio of its 
soldiers killed in relation to Iran. Iran has almost three times 














Kurds, to topple 


Iraqds population. Hence, to 
maintain parity in troops, Iraq 
can afford to lose only one soldier 
to Iran's three. And though Iran 
does have the advantage in num- 
bers, it has been able to make 
little headway against Iraqi 
troops, except for pushing for- 
ward into Iraqi territory at the 
rate of three miles a year. How- 
ever, it is widely believed by mili- 
tary observers that if cracks ap- 
pear in Iraqi defences, its total 
collapse will be very quick. 


ince Iraq's population is 
significantly less than 


Iran’s, its outlay on essen- 
tial consumption has been much 
lower. Besides, it produces as 
much oil as Iran. However, this 


à 





deal has been delayed owing to The Ayatollah; Saddam Hessein. 
lack of agreement over price. 

Iranian diplomats are predicting an end to the war 
by the end of this year. Their calculations are based on a 
variety of speculation. They believe that Iran's “final 





J advantage has been negated 
through a relatively lavish civilian consumption expenditure | 
to maintain the population’s morale. Unlike Ayatollah 
Ruhollah Khomeini's supporters, the secular supporters of ™ 


offensive" will come soon, and that it will be successful. 


Iran is also deter- 





the Iraqi Government are not fanatics willing to sacrifice 


their comfort for 





mined not to let 
Iraq take advan- 
tage of its exemp- 
tion from Opec 
cutbacks in oil 
roduction; but 
ow Iran will do 
this remains un- 
clear. 

Iranian diplo- 
mats also specu- 
late that, owing to 
the reduction in 
the price of oil, 
Iraq's financiers 
will have less in- 
come in the com- 
ing months, and 
that this will affect 
their handouts to 


| 


Baghdad, which |/slamic militants, Iran: willing to sacrifice ccmfort for politics? 
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| their politics. 


However, there 
are reports that | 
the significant 
Shia population of 
Iraq is harbouring 
secret sympathies 
for Khomeini. 
Iraq's neigh- 
bours — Saudi 
Arabia and 
Kuwait in particu- 
lar — have contri- 
buted significantly 
to Saddam’s war 
effort. However, 
this support would 
wane if an Iraqi 








defeat was immi- 
nent. Foreign ob- 
servers who have 
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been in the region for a couple of decades believe that these 
countries would feel pained, and that they would make all the 
- appropriate gestures and deliver all the appropriate rhetoric, 
but that they would steer clear from any military involve- 
ment. 
They believe that despite the GCC's agreement this 
_ year that an attack on one of the members would be con- 
_ sidered an attack by all, the GCC is unlikely to declare 
war on lran, even if Iran crosses into Kuwaiti territory. 
These observers believe that military action would be consi- 
dered only by the country attacked, not collectively by the 
GCC. 
However, Iraq's overriding advantage is the need of al- 
most every country, other than Iran, to ensure that Baghdad 
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| Communism in isolation 


does not go under. Saddam is a buffer between the fun- 
damentalist Ігапіапѕ and the rest of the world. If Saddam’s 


| military force teeters on collapse, both the US and the Soviet 
| Union may be forced to join hands, overtly or covertly, to 
| prevent it. Both superpowers are wary of the likely conse- 


uences of a fundamentalist regime emerging victorious in 


| the region. 


Since Iran espouses a policy of “neither East nor West,” 


| both US and Soviet allies are likely to be swayed by a victori- 


ous Iran. No combined preparatory measures have been 
taken by the superpowers, but that is perhaps due to the fact 
that Saddam's collapse is not imminent. Any setback due to 
the shortage of money and weapons would take months to 
impact on the front. Iraq is said to have stockpiled enough to 
sustain its defence for about three months without need for 


| external supplies. п 





training and operations of the PDRY 
militia is not. ў 
However, in spite of small d es 
of financial aid from the oil-rich GCC 
states, the PDRY faces considerable 
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С south — the People's Democratic Re- 


t ET raditionally the least stable area of 
fi the Arabian 
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Peninsula, Yemen, 


its communist half in the 


public of Yemen, or PDRY — re- 


E. mains as volatile as ever. 
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. refuge in Northern Yemen — 
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| next door and is in touch with 
z gend which does not want 
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= PDRY border with North 
| _ Yemen is resulting in intermit- 
| tent clashes and minor border 
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With the Soviets and their suppor- 
ters deeply entrenched there, and the 
of communism on a strongly 


tribal society being far from success- 
—— ful, the sole Arab communist state in 
| the world is now more of a threat to its 
own people's welfare than to 2 


tion of diplomacy and monet- 
ary assistance, the GCC states 
have contained the PDRY 
turmoil within its own bor- 
ders. 

Following a bloody civil 
war in January, fugitive ex- 
president Ali Nasir has taken 


the Yemen Arab Republic — 


surviving supporters 
within the PDRY to perma- 
nently give up the communist 
large number of 
rters, who fled the 
er the civil war, are 
in Saudi Arabian refugee 
near the PDRY bor- 
The tension on the 


Nasir sup 
со 


der. 


incursions. 

Gulf mili sources told the 
REVIEW the Soviets have created con- 
siderable stockpiles of wea in the 
PDRY, and the latest a ons to this 
inventory are an unknown number of 
T-62 tanks and SKUD missiles. This 
arsenal, coupled with the volatile, 
fierce and well-trained tribesmen 
who are given the weapons, consti- 
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tutes a threat to the neighbourhood. 
The East German-trained Revolu- 
tionary Security Organisation (RSO) 
it on tribal lines in the civil war. 
aving spent considerable funds and 
time in trying to train the RSO as 
police officers at East Berlin's Police 
Academy, the East Germans now 
seem to have given up. 
Training is now said to be in the 
hands of Cubans, who are training the 
People's Militia, comprised of full- 


MS 
EST 


time soldiers assigned to internal secu- 
uy. Armed with Kalashnikov assault 
es 


the mila i predominant rom the 


Dhalia and Yafai tribes, though at- 
tempts are being made to make it more 
broad-based. The presence of Cuban 
military advisers is officially acknow- 
ledged, but their pivotal role in the 





economic difficulties, including an 
acute shortage of foreign exchange. It 
is heavily in debt to the Eastern bloc 
and is paying for its weapons and ser- 
vices with its fish and cotton. 

Of the total production of 84,127 
tonnes of marine products in. 1984, 
39,778 tonnes was given to the Soviets 
alone. Understandably, this has 
created a fish scarcity in the PDRY. 

Another indication of the tight fi- 
nancial position is the misappropria- 

tion of Chinese funds. 
ing to aid an agricultural 
development scheme in the 
ut valley, China de- 
сон мааа; оѓ we 
чё ce e cost wit 
_ the PDRY Central Bank early 
this year. 

But when China wanted to 
draw from this fund to finance 
imports for the scheme from 
Western Europe, it was told 
by the Central Bank that the 
money was not available, as it 
had been used for other press- 
ing needs. The bank prom- 
ised to return the money at an 
unspecified date, and asked 
for additional funds. Peking’s 
reaction is not known. 

Meanwhile, owing to pre- 
ла, е uncertainty, 
the PDRY regime has given 
up the Party until 
next year. Currently it is try- 
ing to complete elections to 
local people's councils and is 

ing the public that the 
candidates would be set up by election 
committees and not by party leaders 
— some of whom wish to install their 
own nominees. 

However, these elections, like the 
elections to the Supreme People's 
Council later, «could precipitate 
further murders and factional 
armed ез. — Salamat Ali 
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| plemented without too much difficulty. 


ju „same уре of рөн, ney are all major oil poguem, 
; ith 








hot but the | 


ByA Correspondent i in 1 Dubai i : vei 
Te Gulf states rely on oil, trade and bank p for their 





economies, and all three sectors ad their prob- 
lems in the past two years, The slack oil n thas cut 
government revenues dramatically; jating currency ex- 
change rates have changed trade patterns at a time when 
local demand is falling anyway, and the banking sector has 
seen many of the problems it has dodged for the boom Years 
come home to roost. 
-The Arab states in the Gulf went through: an` extra- 
ordinary boom in the 1970s and ied y 1980s and now are com- 
ing down from the dramatic earlier pace and are beginning to 
feel the real effects of less money being spent on the econ- 
omy. They have had four years of continuous cutbacks in 
government spending. which is the main motor of the econ- - 
omy, as the-oil price went down to around 
some cases, the lowest since the first oil sh 
The first two Opec shocks of 1973 and 1979 drove the oil ` 
price up, which had a drastic effect on world economies, but 
another important difference. was that the Gulf states then’ 
were not spending as much as they are now. Then, they were 
massive savers, as the huge surpluses went into оше interna- 
tional banking system. 
But now they have such large volumes of current expendi- 






ture with proj jects under way and a large demand for interna- 


tional goods and services, that-the dramatic drop in the price > 
of oil was not all good news for outside countries, since many 
of them rely on the Gulf states for a lot of business, and.the 
dee downturn in the Gulf has harmed them — as 
well, of course, as. the Gulf states themselves. 
Regardless of the. price of oil, the Gulf states are commit- 
ted to a large volume of spending. internally, which in addi- | 
tion to economic implications has had political implications 
too, as it highlighted àny vagueness and lack of main deci- 
sion-making in the system. One example was Saudi Arabia, 


"wherea previously consistent budget policy became less so ar” 


government spending was steadily reduced. 

Saudi Arabia is the largest country among the six mem- 
bers of the GCC, whichħas been growing steadily in impor- 
tance as Saudi Arabia, Kuwait, Bahrain; Qatar, the UAE 
and Oman have begun to move towards a type of common 
market, and also to strengthen their mutual security. The 
GCC only works so well because, first, it has not indulged in 
the usual high- -flying Arab rhetoric and has stuck to practical 
measures which are sensible, .and also able to be im- 





1с азо has gained from all the states кү roughly the 


р 
ign bout. MER ün. about 
ie major oil producer, with a current output 
official Opec quota of 4.35 million barrels per 
lay (o pd ough with the capacity to produce at least. 10 
million bpd if needed.: 
Saudi Arabia is the main swing. producer of both the Ara- : 
bian Peninsula: ana pen A and us : 
duction to dis 





barrel in.) 
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driving the price down. However, this policy caused increas- 
ing problems within Saudi Arabia, as the country's budget 
went more into deficit financing year by year and govern- 
ment spending was cut back. 

In Saudi Arabia, like the other GCC states, government 
spending is the main motor of the economy, and both private 
and public-sector firms depend very largely on public pro- 
jects and services for their work. Thus the effects of any drop 
in the oil price lead very directly to a cut in government rev- 
enue, and spending and then into the economy as a whole. 

With the oil boom and the vast surge in development, the 
Gulf became a major market in its own right, and the world's 
industrial nations competed closely for the very large con- 
tracts which were being put out by the Gulf countries. Britain 
had a leading position in the region, owing to its political po- 
sition before the British withdrawal from the area, and 
British goods were much favoured. 

However, the Japanese trading companies very efficiently 
took Japan to the top of the league tables of importers into 
the Gulf within a short time of the boom starting. Japan's in- 
terest in the Gulf is both as a major outlet for Japanese man- 
ufactured goods, but also as the largest source of oil for 
Japan, which has none of its own. 

This need for large quantities of Gulf crude made the Ja- 
panese the best customers of the Gulf oil companies, particu- 
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The war has been a continuing force in Gulf trade pat- 
terns. It cut down drastically the re-export trade from the 
UAE and Bahrain to Iran, and the continuing attacks on 
tankers gave the whole shipping industry worries about their 
safety in the Gulf. Added to this is the Iranian practice of 
boarding merchant cargo vessels and checking their cargo for 
any goods which are destined for Iraq. 

These factors are slowly spreading the war down the Gulf 
and giving all the GCC states cause for serious concern. Their 
increasing focus on security is a direct reflection of this 
worry. 

More patient businessmen, ‘though, are waiting for the 
war to end. Depressed Gulf markets for both construction 
and goods and services will benefit massively from the recon- 
struction necessary when the war is over. But there is no clear 
end in sight, and the war is becoming more and more in- 
stitutionalised, with both sides refusing to move even close to 
a negotiating position. 

Many analysts now put the end at three to four years time, 
for no real reason other than it is not too far ahead to be very 
depressing and not too close for them to have to give good 
reasons for their prediction. The two countries were expect- 
ed to have run out of manpower, or money, or the will to con- 





— 


cars in Riyadh; 


larly since, in order to guarantee oil supplies for some time 
ahead, they would often agree to contract buying for a period 
of time, or for large amounts spread over some months or a 
year. This meant that many countries preferred to sell to the 
Japanese in order to have a definite sale, rather than to trust 
the vagaries of the spot market. 

Japanese exports to the Gulf used to be а very large pro- 
portion of Gulf imports, but they have been badly hit by the 
strengthening of the yen, which has made many Japanese 
goods extremely uncompetitive against dollar-priced imports 
from the US, or even European goods. 

One example of this trend, which was expected to grow 
over the last few months of this year, is figures released by the 
Japan External Trade Organisation, or Jetro. Among Japan- 
ese exports to the UAE, car sales were expected to drop bv 
45% , TV sets by 52%, light trucks by 66% and domestic elec- 
trical equipment by 30%. 

These very serious declines were blamed by Dubai's Jetro 
office on three factors. The strong yen is the main one; the 
others have been in the Gulf for some time: depressed mar- 
kets following the slack oil market, and the effects of the Gulf 
War. 
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tinue fighting by now. But the war generally remains quiet on 
the land fronts, except for sudden offensives from either side 
which peter out after a week or two, and the continuing 
harassment and attacking of Gulf shipping. 


hile Iraq's Saddam Hussain or Iran's Ayatollah 
Khomeini remain in power, the war is unlikely to 


end, simply because both regimes have invested such 
a large amount of prestige in the effort. While the overall ef- 
fects cannot but be harmful, the war has acted as a boost to 
some of the Gulf's non-oil industries, built in the hevday of 
the boom and which could have become white elephants. 
Dubai's drydocks are full to capacity and acting as a major 
centre for all ports of business; as is the Arab Shiprepair 
Yard. or ASRY, in Bahrain. 

The GCC states are very different from the rest of the 
neighbouring Arab world. The Arab countries of the Levant. 
like Egypt. Syria, Jordan, and even Lebanon and Iraq with 
their war problems, have large populations of their own and 
do not depend on outside labour. They also do not have the 
massive wealth of the oil states, even in a slack oil market. 
And they are culturally more mature, with a strong urban so- 
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ciety which goes back millenia and has a strong bias towards 
the Mediterranean. 

This contrasts with the oil-rich states of the peninsula, 
which have only recently become nations and have very close 
memories of tribal times when the countries' main activi ies 
were based on the traditional bedouin life. The very large ex- 

anses of desert between much of the peninsula and the 
evantine Arab world have encouraged this important di- 
vergence of cultural and political aims. 

е oil states have been scorned for generations by the 
other Arabs, who regarded them as illiterate tribals. But the 
discovery of oil wealth on the land that the bedouins cont-ol- 
led meant that their preference and ways of life became very 
important to the rest of the Arab world, who flocked to the 
Gulf to earn far more than they could have done in their cwn 
countries. 

This divergence has found its most obvious form in the 
success of the GCC. It excludes Iraq. which, however, does 
belong to several other Gulf organisations which do not have 
the same political implications. Despite the GCC members' 
steady verbal commitment to Arab unity of purpose, the 
sorry state of the Arab League following Egypt's breakinz of 
ranks and separate peace with Israel, means that the GCC 
has had a free run to grow on its own with little 
competition from other pan-Arab pretensions. 

e GCC has two main areas of action. One 
is in joint security and developing the GCC's 
own rapid-deployment force based in Saudi 
Arabia; the other is based on the unified econo- 
mic agreement. The agreement was signed by 
the six nations at the 1981 GCC summit and al- 
lows for a unified customs policy which has ac- 
tually been enforced to a large extent; GCC na- 
tionals to open business branches in other GCC 
countries, and for free trade with the GCC forlo- 
cally produced goods. The agreement bore the 
classic GCC hallmarks of pragmatic thought 
with sincere intentions of carrying out the mea- 
sures, in stark contrast to other Arab areas. 

Rather than suddenly declaring national uni- 
fication, knowing that it would never work, the 
GCC has acknowledged that its members are 
too small to stand alone, and are of similar 
enough background to trust each other espe- 
cially when dealing with the non-bedouin or 
non-Arab world. , 

The unified economic agreement which was made effec- 
tive from March 1983, included provision for a unified cus- 
toms tariff of 4-20% on all foreign imports into GCC states, 
with all agricultural, animal, industrial and natural resou-ces 
originating from inside able to move freely from country to 
country. 

As well as allowing GCC business to operate in other 
GCC countries, the agreement also allowed the purchas? of 
land by GCC nationals and businesses in other ECC states, 
which has always been a very sensitive issue. 





the banks of the Gulf. The cutbacks. to slower growth 

rates by governments have caused real difficulties to 
companies active in the region, since nearly all were geared 
up for far greater and faster activity, and had arranged tħeir 
financing on that basis. With the government cuts, many got 
into cash-flow difficulties, and even went bankrupt. 

Many of these problems came home to roost with the 
banks, who have had the unenviable task of three years of 
bailing out companies, knowing that if they withdrew finenc- 
ing the company would fold, but also of never being quite 
sure that if they nonetheless continued financing a particular 
company whether it would recover. 

Non-performing loans have grown to very worrying pro- 
portions. In Kuwait, more than half the banks' portfolios — 


T* past two years have been ones of consolidation for 








Mine-danaged ship off Jeddah: the war is a major worry. d 
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loans worth US$7.2 billion — were thought to be non-per- 
forming. In Saudi Arabia, the proportion was estimated at 
around 25% of the total US$16.4 billion, and in the UAE, 
about 40?5. But the UAE banking sector has the unique 
problem (for the GCC) of being grossly over-banked, with at 
one stage, 53 foreign and local banks servicing the population 
of 1.2 million. 

The UAE's central bank has encouraged mergers be- 
tween banks, such as those of Union Bank of the Middle East 
with Dubai Bank and Emirates Commercial Banks to form 
Abu Dhabi Commercial Bank. But the attempts to create 
more mergers have become one of the clearest illustrations of 
the limitations of the central bank's authority as a reflection 
of the federal government's weakness in dealing with obdu- 
rate emirate governments, 

Various mergers between banks which would have in- 
volved owners from several different emirates did not take | 
off, largely because the directors would not agree and be- | 
cause no emirate was willing to recapitalise the merger since | 
itis involved interests from another emirate. 

The Bahrain Monetary Agency (BMA) has also tried to 
encourage mergers, particularly following the Bahrain 
Bank's large exposure to Kuwait's Manakh stock-exchange 
crisis of 1982. The Manakh collapse still haunts the Kuwaiti 
banking scene; both with actual debts which are not paid off, 4 








and are very unlikely to ever be so, and the very high (50%) 
proportion of non-performing loans. 

This caused a major crisis of confidence among the previ- 
ously self-assured Kuwaitis. Kuwait has had oil the longest of 
all the Gulf states, with its production beginning in the 1920s. 
This meant that though they began to run down on reserves, 
their financial resources were massive, owing to accumulated 
reserves. Also, the education of the average Kuwaiti was 
considerably better than in other Gulf countries. Kuwait saw 
itself as the leader of the Gulf in many fields, only giving way 
to Saudi Arabia because of the latter's vast size and effortless 
predominance. 

The collapse of the unofficial Manakh stock exchange and 
the frightening discoveries of large payments om unbacked 
post-dated cheques, and even the selling-off of these cheques 
at discounts, made the supposedly well-run Kuwaiti system 
look a mockery. The government stepped in and controlled 
the situation, but the shockwaves created by Manakh still 
make many cautious of Kuwait. , 

However, despite these difficulties, as well as those of the 
oil market, the Gulf remains one of the more wealthy parts of 
the world, and many businessmen think that if they choose 
their area carefully and watch the cash-flow properly they 
can do well in the region. The boom days are over, but there 
is nonetheless growth and money to be made as the GCC 
states look forward to a period of more natural expansion. El 
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The ABC Group Trade Finance specialists have 
never been so strongly positioned to respond to 
today's demanding trade finance requirements. 

Apart from detailed knowledge of the Middle 
East markets, ABC's global network allows the most 
complicated international deals to be financed 
quickly and effectively. ABC can arrange short and 
medium term, fixed or floating rate finance 
denominated in any major currency, together with 
currency and interest rate swaps. This innovative 
competitive service is available throughout the 

| Group's subsidiaries and affiliates. 

а T Our expertise has meant efficient funding for 

a growing number of companies — why not profit 
from our success? 





Arab Banking Corporation 
The bank with performance and potential. 












үк Head Office: РО. Box 5698, Manama, Bahrain. Tel: 232235. Tlx: 9432 ABC. Telefax: 274674. un 

anches: London: Milan: New York: Paris: Singapor 

: 01-726 4599 (02) 801-131 ‚ (12) 850-0600 40.70.01.01 224-2977... 

893748 ABC 322240 ABC 661978 ABC 648343 ABC F RS 28989 ABC 

ABC Group Offices in Bahrain, Barcelona, Frankfurt, Grand Cayman, Hong Kong, Houston, London, Madrid, 
Monte Садо, Коте, d n and Tokyo. | 
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The advertising carried in the Review in 1985 The Review's "Review of Advertisers 1985" 
represented every category from airlines and contains a sample of every campaign carried by 
hotels, banking and financial services, liquor and those companies promoting their message to the 
luxury products through to shipping, industry, highest concentration of influential, affluent 

and many many more from over 550 of the individuals available through any publication in 
world's leading companies. this region. 

With an average of 50 pages of advertising per If you would like a copy of this booklet, write on 






issue and a total of over 2,600 pages through the company letterhead to: 
year, the Review continues not only to be 
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compulsory reading for senior executives Generel Séles Manager 







conducting business in Asia but a compulsory. Fut Baen Econo Review 
part of any advertising schedule aimed at Asia's GPO Box 160 
decision makers. Hong Kong 










YOUR NEW SOURCE FOR QUALITY, 
VERSATILITY & DEPENDABILITY 
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Welcomes 

your inquiries 

for :- 

Coils and Sheets 
inthe Non Heat 
Treatable Alloys. 
Sizes: 

0.25-2.5 mm thick 
Widths: А 
up to 1.53 metres (60") 











GULF ALUMINIUM ROLLING MILL CO. В.5.С.(с) 
Р.О. BOX 20725, NORTH SITRA INDUSTRIAL ESTATE, BAHRAIN. TEL: 731000. TELEX: 9786 GARMCO BN. FAX: 730542 













 NBK.Aleader amongst 
Arab banks.Worldwide. 


The image ofa camel ‘computerised’ aptly expresses the blend of 
traditional values with advanced technology that characterises the 
National Bank of Kuwait. 


For over a quarter of a century NBK has sought to bring east and 
west closer, and to strengthen economic links between countries ofthe 
Gulf and the rest ofthe world. Our prestige throughout the Middle East 
and our size - total footings of over USSII billion - makes us one of the 
region's most influential financial institutions. 


Commercial, investment and private banking. Trade and project 
financing. Foreign exchange and treasury. These are the core activities of 
our growing range of services. 
Historically most of NBK’s business has been in the Arab world. 
However, since 1980, we have become increasingly active in the world’s 
important financial centres where our branch offices provide NBK’s overseas: 
corporate clients with direct access to the important Middle East markets. 


Whatever your needs in the Arab business world your first call should be on 
NBK,the bank whose corporate symbol is the camel, associated in Arab tradition 
with strength, endurance and wealth. 


Kuwait - Head Office Tel: 2463334 X 
London Tel: 01-920 0262 London - Licensed Deposit Taker 
New York Tel: (212) 303-9800 - Singapore Tel: 2225348 


The National Bank of Kuwait sak 


Мем York + Singapore. - Cayman Islands 
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Because of Michikos tirelessnes 
no other airline can offer you this 




















As highly trained and dedicated 
professionals we will confidently 
do our utmost 
to make any flight 
with us as enjoyable as possible. 





As the world's 
number one IATA airline we 
will maintain the highest standards 
of service, as befits 
our leadership position. 


As Japan's international airline 

we are bound by our own unique 
corporate sense of honor 

Ñ to fulfil these promises. 





JAPAN AIR LINES 


Its a guaranteed pleasure. 


In the early 1950's The National Commercial 
Bank stood alone as the only Saudi bank in the 
Kingdom. Today, we still stand tall—as the 
largest commercial bank in the Middle East and 
the number one bank in Saudi Arabia. Our spec 
tacular growth is guided and nurtured by a pro- 
gressive outlook and a clear vision of the future 
This dynamism is reflected even in the design of 
our general management building in Jeddah 

Just as importantly, however, The National 


MODERN BANKING WITH A TRADITION OF TRU 


BEIRUT 
Tat: 809-354 
The 20642 SAUDI B 


JEDDAH 
Tel 644-6644 
Tix: 605571 NCBH 


MANAMA 
Теё 531-182 
Tix: 9298 NCB GN BN 


NEW YORK 
Теѓ (212) 916-9000 


Tix: 422037 NCB UW 


LIII 





ONE NAME STANDS TALI. 
IN SAUDI BUSINESS TRADITION. 


Commercial Bank is built on a firm foundation 
Solid as rock. Our aurrent assets include over SR 
90 billion (including Contra Accounts) with 
thousands of depesitors and SR 43 billion in 
deposits. We network the Kingdom with over 160 
branches, more than any other bank in Saudi 
Arabia and span the globe to serve your every 
banking need with offices and ‘branches in 
such cities as Frankfurt, London, Singapore, 
Seoul, New York, Beirut and Bahrain. This is the 
kind of foundation which you can build your 


Cri pie FF 
THE NATIONAL COMMERCIAL BANK 


FRANKFURT 
Tel: 250-181 
The 416507 NCB FD 


LONDON 
Tet: 283-4233 
Tix: 8952594 NCB LON 


ST. 
SINGAPORE 


Tei: 535-0944 
Tix: 27196 NCB SIN 
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future upon, too 

When you are considering a bank, 
remember who was first in the Kingdom andis 
still number one today, particularly in service 
and stability. NCB: Modern banking with a tradi- 
tion of trust, make it your tradition, too. 

For more information on The National 
Commercial Bank, we invite you to visit your 
nearest branch and ask for our new brochure, 
NCBS Guide to Modern Saudi Banking Services 





SEOUL TOKYO 
Tet: 764-0018/9 Теё 502-1228 
Tix: K25148 NCB SEL Тік: 242-5125 NCB TKJ 
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ALL SHAPES 
AND SIZES 


| PortRashid— operating — 
mæ 24 hours a day, 363 days a 
»@ yearto handle cargo of all — 
* shapes and sizes from vessels 
of all shapes and sizes — from 
all over the world — a nucleus 
for world-wide traffic and 












This year more than 2,000 
vessels of all shapes and sizes 
from 120 shipping lines will 
dock at Dubai's Port Rashid to — 
discharge or load some 6.2 W 
million tons of cargo. On our 
part we'll be ready to handle 








































- all the cargo they carry | Gulf-wide distribution. 
whatever its shape or size, store it ; 
in our Duty Free Storage Area or liie iem. > 
Central Warehouses, and do it Post to: 


| Commercial Services Department, 
| Port Rashid Authority, P.O. Box 2149, 
| Dubai, United Arab Emirates. 


quickly, efficiently, and more 
importantly, centrally. 


Dubai is where East meets 
West, a central point for 
distribution, ideally placed for 
onward cargo movement by road, 
air or sea. 


Port Rashid is at the very heart 
of Dubai, close to the business 
and trade centres and close to 
Dubai's international airport. 
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Enjoy the world's Airport 
Duty Free Shopping Complex. 
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DUBAI INTERNATIONAL AIRPORT 

















ECONOMIC COOPERATION 


The subsidy issue 
is poised to 
create fireworks 


By Salamat Ali in Muscat 


hile the November summit of the GCC may do 
үү more than pu in rhetoric on military and 
strategic issues, it will be tackling concrete economic 
issues crucial to further regional ;economic cooperation. 
Oman's Deputy Prime Minister and Finance Minister Qais 
bin Abdul Munim Zawawi told the REVIEW that his country 
intended to ask the GCC to categorise all GCC manufactures 
state-wise, industry-wise and product-wise and quantify the 
full element of state subsidy for each product. 

This demand could put а cat among the pigeons, for apart 
from the eight GCC products exempted from duty-free entry 
into Oman up to November 1987, Muscat could demand both 
an addition to the list and an extension to the time limit. Be- 
sides, other countries like Bahrain, too, could demand simi- 
lar exemption to protect some of their own products from 
competition by far cheaper identical GCC items. 

The issue of subsidies is highly sensitive for Oman, be- 
cause the country cannot afford to subsidise its industry as 
much as some of its GCC partners. Besides, despite the 
sudden spurt in oil income over the past few years, the coun- 
try's ruler, Sultan Qaboos, insisted that subsidies should be 
kept to a minimum, if not totally avoided. 

Compared to Qatar, for instance — which until 1985 was 
providing free electricity not only to its domestic but also to 
industrial consumers — Oman has the least-subsidised water 
and electricity supply in the GCC region. 

Other GCC states provide either interest-free or highly 
soft loans to their industries, which are given land on long 
leases on a token rent of one riyal of dirham or dinar. And 
some of the states have been writing off losses of their indus- 
tries, enabling them to send goods across borders within the 
GCC region at almost throwaway prices. Oman, which in- 
sists that its industries must function by usual norms of com- 
mercial viability, cannot cope with this situation. 
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Oman's Industries and Commerce Minister, Col. Salim 
bin Abdallah al Ghazali, said in an interview that Oman of- 
fers similar incentives as other GCC states. These include 
duty-free imports of capital goods, raw materials and packag- 
ing materials. 

Oman's choice of path to industrialisation, under Sultan 
Qaboos' policy, is to avoid over-reaching itself and opt for 
only light and medium industries. The net result is that over 
the past nine years or so, the number of industrial units has 
grown from 10 to more than 3,000, though about 2,000 of 
these are small units and the rest in the medium sector that in- 
cludes polyethelene, paint, oil derivatives, plastics, asbestos, 
paints and household goods such as air conditioners, re- 
frigerators, washing machines and so on. 

The insistence on quantifying subsidies and other incen- 
tives available to GCC industries, stems primarily from two 
factors. First, there is no possibility in the near future of 
evolving a unified GCC policy to avoid replication of produc- 
tion facilities in the region. Second, the member states are at 
different economic levels in terms of their incomes and levels 
of industrialisation. These factors were not thoroughly 
explored in deciding on steps towards a customs union, lead- 
ing ultimately, it was intended, to а common market. 

The Abu Dhabi summit, which was due in early 
November, has one of the two logical courses to choose from 
— put off the customs union and also enlarge the list of re- 
gional items exempt from duty-free entry, or abandon the 
idea altogether. A middle course could be to concede the de- 
mand from some of the member states for a clear policy on 
subsidies and incentives leading to GCC compensation to 
disadvantaged industries in member states to make them 
competitive, and thereby abolish the list of items now disal- 
lowed duty-free entry. 

The disadvantaged states will not be satisfied without a 
concrete policy, for some of the relevant resolutions adopted 
at the past summits are known to have had little practical 
effect. For instance, the summit had decided — and passed 
a resolution — that elements of subsidisation should be 
held at a minimum and gradually abolished. But, at the last 
Muslim festival, King Fahd of Saudi Arabia in a broadcast to 
his nation announced reduction in power rates as a festival 
gift. 

The GCC summit will be tackling this time another con- 
tentious issue — rivalry between Emirate Airlines, launched 
recently by Dubai and Gulf Air, owned jointly by Bahrain, 
Abu Dhabi, Oatar and Oman. Emirate Airlines asserts that 
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Gulf rulers at the 1985 GCC summit: how much progress thís time? 
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Gulf Air is not the regional flag car- 
rier of the GCC states and that in 
any case, Kuwait and Saudi Arabia 
have their own international air- 
lines. 

The issue between Emirate Air- 
lines and Gulf Air is of routes to 
lucrative destinations; Emirate 
Airlines is pressing hard to cut into 
Gulf Air's current near-monopoly 
on certain routes. 

One issue that seems to have 
been shelved indefinitely is that of a 
common currency, for which pre- 
parations had been all but com- 

leted three years ago. The reserve 

anks in the region had agreed to a 
common Gulf currency, and print- 
ing orders were about to be placed 
when last-minute differences be- 
tween the UAE and Bahrain, 
whose details are still unclear, scut- 
tled the entire plan. 

But apart from subsidies on 
GCC manufactures and the con- 
sequent charge of n by some 
of the member states, t 


gion. 


The general accusation in the region is that various con- 
stituent units of the UAE are undercutting each other and 


Yemen Arab Republic 
Invitation for Prequalification 
General Construction and 
Furniture, Furnishing and 
Equipment for 
the Faculty of Agriculture 
— Sana'a University 








е foremost issue to be taken up at the 
summit would be the levying of customs duty. Under the 
GCC agreement, member states have to levy a minimum of 
4.5% ad valorem duty on every import from outside the re- 





Shopping in Bahrain: а common market? 
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clandestinely reducing duties. For 
instance, it is alleged in Oman, 
which grows bananas in its southern 
region of Salalah, plantains from 
Africa are coming almost duty-free 
and pricing out the Omani product. 

The issue of agricultural com- 
modities is especially sensitive, be- 
cause the GCC states have made 
huge investments to render their 
barren soils productive. For exam- 
ple, Saudi Arabia grows twice its 
own need of foodgrains, but at four 
times the cost of wheat and other 
grains grown anywhere outside the 
Arabian peninsula. 

However, other GCC states are 
aware of the difficulties UAE 
leader Abu Dhabi faces in keeping 
the union together — for each of 
the UAE constituent units is fully 
autonomous, not always submitting 
to prescriptions under the federal 
constitution in good grace. Thus, 
other GCC states seem prepared to 
be patient with the UAE and allow 
it time to sort out its domestic prob- 
lems of discipline and unity. 


Nonetheless, despite a legacy of mutual suspicion, fierce 
assertion of independence and acute mutual rivalries, the 
GCC has been able to achieve a much higher level of coope- 
ration than any other comparable regional organisation with 


the exception of the EEC. In some six years of its existence, it 





has been able to evolve and pursue an economic policy nota- 
ble more for its similarities than differences. п 


Inbound, outbound, eastbound, westbound... 





Sana'a University, YAR, intends to begin construction of the Facul- 
ty of Agriculture in July 1987. Tender documents are presen‘ly 
being developed and will be completed in February 1987. Sepa- 
rate contracts will be awarded for General Construction and for the 
Supply and Installation of Furniture, Furnishings and Equipment. 


The Faculty of Agriculture consists of a cluster of ten reinforced 
concrete, stone clad buildings (including laboratories) one and two 
Stories in height for a total of 15,500 square meters on a site of ap- 
proximately 6.5 hectares. 


Construction financing will be by the Islamic Development Bank, 
the Saudi Fund for Development and the Government of Tre 
Yemen Arab Republic. Selected groups of first class contractors 
and firms interested in supplying and installing the furniture, fur- 
nishings and equipment will be invited to submit tenders for tne 
project. Companies interested in submitting tenders for either ccn- 
tract shall submit a letter of interest and request a prequalification 
package not later than November 12, 1986 addressed to: 


Faculty of Agriculture Subproject 
Sana'a University 

c/o Dr. Royal H. Brooks 

P. O. Box 379 

Sana'a 

Yemen Arab Republic 











Ship through Sharjahports. ч 


Within the U.A.E.. the Emirate of Sharjah 
is unique in having developed ports on 
two coasts inside and outside the Gulf 


The Ports 

Port Khalid on the West Coast of the 
peninsula is just on the doorstep of major 
U.A.E. markets with easy trucking logistics 
to Qatar, Saudi Arabia and onwards. The 
Port is a modern deep water 12 berth 
facility. Container, bulk, го-го, reefer and 
general cargo terminals are backed by 
spacious warehouses, open storage and 

a free trade zone. 

Port Khòr Fakkan on the East Coast is 

the only natural deep water harbour in the 
Middle East. This up-to-date terminal with 
its exceptional container handling and 
roro facilities serves as à perfect feeder 
service point for destmations in the Gulf 
and Indian península 


Both ports operate their own stev edores 
and are Opert round the clock, 
365 days а year 


The System 

The Sharjahports system provides the latest 

in equipment and benefits including Free 
Trade Zone advantages, simplified 
procedures and no fuss customs and 

documentation. In-bond cargo movements 
can be arranged between the ports and 
between Sharjah's International Airport 

The Ports, Airport and onward links to other 

Gulf countries are served by modern 

multilane highways. Whatever your cargo of 

= destination, you'll 

save time and 

“д, money when you 

З ship through 

Sharjahports 


Sharjah Ports Authority 


Р.О Box 510, Sharjah, United Arab Emirates Tel: (06) 356000 Telex: 68138 Seagul EM. 
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Oil refinery, Kuwait: search for an alternative. 








on transportation, it was argued, would 
yield advantage to regional industries 
over non-regional imports. 

However, no systematic market re- 
search was conducted, and planning was 
peripheral, at best. As a result, many 
states set up plants for the same pro- 
ducts, offering goods and services in ex- 
cess capacity of what the region could 
absorb. Bahrain set up three shipbuild- 
ing and ship-repair facilities and Dubai 
opted to.compete. Both states’ ship- 
yards were facing tremendous difficul- 
ties owing to lack of business until the 
Iran-Iraq war was pulled into the Gulf 
and ships damaged in air attacks were 
towed to the nearest facilities. 

Petrochemicals plants were set up 
in several countries, and without the 
planning and the research producers 
soon found that many of them were pro- 
ducing the same products. Methanol 
and ethylene produced in the region 





INDUSTRY 

Massive spending, 
small returns, 
uncertain future < 


By Salamat Ali in Muscat 


ven during the oil boom of the mid-1970s, the oil- 
E producing nations of the Gulf were aware that oil is a 
non-renewable resource and that provision for the 
sustenance of the state had to be made now, when petro- 
dollars were plentiful, and before oil resources were de- 
pleted. 
Enormous capital was invested in non-oil related indus- 
try in all Arab states, to the extent that by the end of 1980, 
investments amounted to US$14.98 





represent about 76% of the petro- 
chemicals products manufactured in the Arab world. Saudi 
Arabia and a number of other GCC states have set up PVC 
plants. 

By the end of 1984, Saudi Arabia alone had spent about 
US$14.5 billion on its petrochemicals industry, producing 
vinyl-chloride monomer, petrol additives, paints, methanol, 
ethylene glycol and linear low-density polyethylene. The 
prices of most of these products have fallen drastically in 
Europe, and the EEC is adding taxes to the Arab imports. As 
a result, the producers now concede that their investments in 
petrochemicals may take décades to generate returns. 

The boom in the oil industry resulted in a boom in con- 
struction, and cement plants naturally were thought to be 
good investments. In the UAE alone, where local absorption 
capacity at the peak of the construction boom was no more 
than 1.5 million tonnes, there are now seven cement facilities 
with a total annual output of 9.16 million tonnes. Two more 
plants which were started before the drop in the price of oil, 
will boost this capacity by an additional 4.14 million tonnes. 
Apart from the UAE states, Saudi Arabia, Qatar, Oman and 
Kuwait all have their own cement facilities. 

Since the production of aluminium is an energy-intensive 





billion; five years later, the figure had 
risen to US$39.57 billion. But the re- 
turns on industry are not as immediate 
as those on oil, and like Saudi Arabia, 
the most advanced Gulf nation, all GCC 
states are experiencing industry-relat- 
ed problems, and are glum over the im- 
mediate prospects for the industries 
which they hoped would be their life- 
blood following the decline in the flow 
of oil. 

The Gulf states have mainly set up 
petrochemicals, fertiliser, cement, 
aluminium, shipbuilding and food-re- 
lated industries. Since the region is 
acutely short of manpower, the obvious 
emphasis was on capital-intensive in- 
dustry. 

Calculations for industry were based 
on the region’s high import record and 
on the assumption that since import 
items have a market even at relatively 
high prices, domestic items produced У г 
using imported high technology should ДА d^ 
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|Desalination/power plant in Saudi Arabia: enormous investments. 











sell at reasonable profits. The savings 
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process, and energy is cheap and plentiful in the Gulf, 
aluminium plants were seen as attractive ventures for invest- 
ors. Producers are claiming profit yields, but since the initial 
capital invested in these plants was very high, and since the 
plants are operating on imported ore, their claims of profit — 
in a world market which has been depressed for years — a-e 
difficult to believe. 

Some analysts point out that high oil incomes have made it 
possible for these public-sector plants to ignore the real ccst 
of capital, and for that reason they are able to export :o 
Japan, South Korea, India and other countries. But the real 
hopes of producers are pinned on the calculation of a coming 
boom in the aerospace industry, which will be replacing the 
heavy, inefficient aircraft built during the 1960s with new, 
lighter, more energy-efficient aircraft built using ап 
aluminium/lithium alloy. 

Arab economists now concede that if the cost of energy is 
calculated at world prices, these Gulf industries cannot show 
profits. Except for oil, gas and limestone, all other raw mat- 
erials have to be imported, which adds to the cost of produc- 
tion. Furthermore, manpower has to be imported at great 
cost to run these industries, since labour is perhaps the re- 
gion's greatest shortage. Given, too, that socio-political 1n- 
stitutions are not attuned to industrial development, the es- 
tablishment and maintenance of industry does not automati- 
cally fit into the framework of the Gulf states. 

Economists in the region have recommended that the 
GCC consider joint action to prevent replication of any n- 
dustry to avoid competition and gross surplus capacity. A 
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meeting of the GCC states in Muscat last October formulated 
a policy which was to be recommended at the Abu Dhabi 
summit due some time in November. 

The current chairman of this ministerial body, Oman's 
Commerce and Industries Minister Col Salim bin Abdallah al 
Ghazali, told the REVIEW he does not think the meeting will 
succeed in formulating a viable policy. He said the situation is 
far too complex and the difficulty is further compounded by 
some GCC states’ precedence of prestige over economic 
feasibility. 

Perhaps unsure of how to go about further industrialisa- 
tion, the Saudis have announced that having completed the 
infrastructure, it is now up to the private sector to invest in in- 
dustry. But entrepreneurs blame the bureaucracy of the 
Saudi Basic Industries Corp. for the lack of interest in invest- 
ment. The corporation has first option on any industrial pro- 
ject, and it is responsible for issuing private licences to invest- 
ors. However, licence applications take months to process. 

To encourage private-sector investment, the Gulf govern- 
ments have to offer instant returns on invested capital. 
Hence, most states in the region offer various incentive 
schemes, such as 20-year interest-free loans with a five-year 
grace period; low ground rent; preferential electricity and 
water charges; duty exemption or low duty on import of capi- 
tal goods and raw materials; no corporate taxes and no ex- 
port duties, and often protective duty on competing imports. 

However, these incentives have not yielded the sort of re- 
sults that were expected. Big business has profited most,/ 
growing at the expense of medium or small industries, which 
are being squeezed out of the market by big plants utilising 
the latest technology. 





BANKING 


Nerves are frayed 
as a goldmine 
loses its glitter 


By Salamat Ali in Abu Dhabi 


aving enjoyed for years one of the world's highest 
profits-to-assets ratios, banks in the Gulf are now faced 
not only with an oil-price-related recession in the -e- 








huge profits made by those who were already in the region. 
Forinstance, the billions of dollars-worth of construction con- 
tracts started with each tenderer having to furnish a bond equi- 
valent to 10% of the total value of the contract. The contract, 
once awarded, could proceed only after the contractor fur- 
nished a performance bond. At various other stages, similar 
other bonds were required. The banks provided these bonds 
ata 1% commission. 

Each of these major contracts — and numerous subcon- 
tracts — had to be serviced by the banks, which stood to 
make big profits. The subcontractors were often small expat- 
riate businessmen with local sleeping partners, who often did 
no more than lend their names to the business for an agreed 
percentage of the profits. 

In the UAE, sometimes these sleeping partners were not 
prepared even to guarantee the bank loans, and the banks, 
moving in with huge capital to lend, did not mind extending 





gion but also huge bad 
debts and non-perform- 
ing loans. 

Some bankers now 
assert that they have 
ended up losing more 
money than they made 
during the boom years. 
None is talking about 
how much has been lost 
by the banks and each 
readily agreesthatthere 
is a tendency to under- 
state losses. But one in- 
dicator is the Bahrain- 
based banks' estimates 
that among the 77 of 
them they have lost be- 
tween US$1-2 billion. 

The phenomenon is 
rooted in peculiar re- 
gional environs. For- 
eign banks arrived due 
to the lure of easy and 
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dealing in Bahrain: busy, but the loans picture is bleak, "^-^ mes 


credit facilities to these 
EU Asian subcontractors. 
A number of small en- 
trepreneurs abandoned 
their liability-ridden 
businesses and fled back 
to India or Pakistan. 

As one Dubai-based 
expatriate banker told 
the REVIEW, the banks 
in the region still do 
"name-lending" — lend- 
ing to businessmen on 
the guarantees given by 
local notables but with- 
out any collateral. In the 
UAE, loans were some- 
times made without even 
a signature on a docu- 
ment. Besides, watching 
the banking boom, some 
local businessmen, too, 
floated their own banks; 
it was discovered much 
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too late that the directors of some of these banks had advanced 
up to 70% of their banks’ total deposits to themselves. 

Except in Oman, where the problem of bad debts is rela- 
tively small because of the central bank’s close supervision 
and tough policies, bankers are not getting much sympathy 
from banking authorities in the Gulf. The UAE Reserve 
Bank governor, for one, has declared bluntly that policing is 
not the duty of his organisation and that most of the banks 
now lamenting bad debts have only their cupidity to blame. 


debtors have gone to the religious courts, arguing 

that since usury was banned under Islam, they would not 
pay any interest. In certain case, these courts have decreed 
that the banks must pay back whatever they have received 
over and above the original capital loaned. Encouraged by 
the precedent, an Abu Dhabi-based company in UAE has 
also filed a suit demanding refund of interest. 

The UAE court has not yet given a decision and the UAE 
cabinet is pondering the issue. This is despite the UAE cen- 
tral bank's 1981 decision -that interest on loans should be 
computed on the principal outstanding but should not be deb- 

ed to the creditors' account at less than quarterly intervals. 

The bank had further ordered that interest on overdrafts 
should be calculated on daily balance and debited to accounts 
at intervals of not less than one month. The bankers had in- 
terpreted this as official approval to charge compound in- 
terest. 

One banker in Bahrain told the REVIEW that the Saudis 
have done no good to themselves by helping debtors escape 
their obligations to the banks, for in future, whenever there is 
an upturn in business, these banks may be obliged to ask loan 
applicants to produce guarantees from banks in London or 
New York. American banks in Bahrain are not doing any 
business and their sole concern is to collect bad debts and cut 
back staff. Besides, several Bahrain-based offshore banks 
have closed their offices. 

Bankers in Oman are nervous because, after the first half 
of the current year, when a number of foreign workers leav- 
ing for good made big purchases, the second half is ex- 
periencing a slump in business. They may be obliged to call in 
guarantees — a prospect that makes them shudder. 

As one banker put it to the REVIEW: “If I call in the 
guarantee, I annoy the guarantors who are locally powerful 
and can blackball me for all future business. If Í do not, I 
stand to lose my money. This means I’m damned if I do and 


damned if I don't." 


|: Saudi Arabia, faced with recession, several bank 











The Omani bankers' nervousness is justified because 
most of their clients are owed money by the government, 
which is not paying its bills yet. An Omani official's public 
statement on 9 October that all government bills had been 
paid up to August was challenged both by construction con- 
tractors and banks. But going by the highly responsible re- 
cord of Sultan Qaboos, they expect the bills will be paid at | 
some future date. 

Bankers in the region say the current recession and the 
upheaval in the Gulf's money market have taught them many 
lessons. The foremost is to gradually shift from the current 
name lending to lending against tangible assets. Some bank- 
ers are already careful in even opening of letters of credit, | 
and are not lending to clients with a record of building slow- 
to-sell inventories. In some Gulf states, 100% cash is being 
demanded for opening letters of credit for the import of sev- | 
eral items such as luxury cars and the latest electronic 
gadgets, which are not selling fast enough. 

Another lesson learned by the bankers is to move away 
from commercial banking to investment banking. In this they 
seem to be in line with the global trend, and this shift is essen- 
tial for the Gulf, which is enormously capital-rich despite the | 
current recession. As Humayun Saeed Sheikh, vice-presi- | 
dent of E. F. Hutton — a leading US investment company 
with global operations — told the REVIEW in Dubai, the re- | 
cession is the time to acquire more business, and the current. | 
volume of such business reflects this. 

This seems correct, for local investors have little opportu- 
nity to use their capital profitably in a regional market faced 
with recession. They seem to lack confidence in local 
economies. For instance, in Oman, where banks offer a 296 
interest premium on riyal deposits, depositors lost heavily as 
a result of the 10% devaluation this year. They are not ac- 
cepting the government's assurance that there is to be no 
further devaluation. 

But to rationalise the banking structure, each of the Guif 
countries has chosen its own path. In Kuwait, the central 
bank is emphasising dealing with non-performing loans. In 
the UAE, which has too many locally registered banks, the 
central bank is doing all it can to bring about mergers. In 
Saudi Arabia, the emphasis is on financial discipline and spe- 
cialisation. 

But all these countries are now faced with the principle 
common issue of rescheduling of huge loans made against 
guarantees — or without guarantees — or against collateral; 
for even with collateral, the banks are faced with an erosion 
of the market value of what they hold. п 
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epairs аге up, 
hopes are high 


y Salamat Ali in Abu Dhabi 
he six-nation Gulf Cooperation Council (GCC) has 
scheduled a summit meeting here in November to dis- 
$ cuss Iran and Iraq's attacks on shipping in the Gulf. Ac- 
ording to GCC secretary-general, Abdullah Bishra, the 
ummit will consider joint security measures "to preven: at- 
mpts of imposing hegemony in this region and to combat 
orism in all its forms." 
But it is doubtful whether any meaningful line of action 
ill emerge from the talks, since the GCC is often as lonz on 
hetoric as it is short on action, and sometimes says the oppo- 
jte of what it intends to do. And though attacks on sips 
ave proved harmful to shippers having to pay the stiff insur- 
ance premiums for sailing north of the Straits of Hormuz, 
(maritime business in the region has never been better for 
those who possess the many ship-repair facilities in the Gulf. 
The three major ship-repair facilities at Bahrain and 
ubai are in suff competition for the business which is 
rimarily coming from ships damaged by Iranian or Iraq air 
trikes. Ships attacked in the northern quadrant of the Gulf 








à Iso possess the mobile-repair units to tend 
to ships in nearby ports. Those damaged in the southern 
quadrant seek repairs at Dubai. 

Both Iran and Iraq have indiscriminately attacked oil in- 
stallations, oil-loading terminals and foreign tankers loading 
at the opponent's facilities. Iraq claims it has sunk or irrepar- 
ably damaged 270 vessels of all descriptions since the war 
started in September 1980. 

Iran has no. matching claim, but 74 freighters of various 
designations have been abandoned in the Shatt al-Arab 
channel, Iraq's sole outlet to the Gulf, which has ever since 
been completely blocked. The ships were immobilised within 
the first month of the conflict, and stranded around the Basra 
and Fao ports because they could not be moved owing to con- 
tinuing Iranian bombardment. . | B 

Lloyd's of London has estimated that US$400 million has 
been paid by insurance companies around the world to own- 
ers of the ships. | 

Bahrain's Directorate of Ports and Customs, in one of its 
publications, mentions that the Gulf is home to one of the 
greatest concentrations of ship-repair facilities in the world, 
with Bahrain alone possessing three major facilities, includ- 
ing the Arab Shipbuilding and Repair Yard (ASRY), owned 
jointly by Saudi Arabia, Kuwait, the UAE, Qatar, Bahrain, 
Libya and Iraq. They compete not only with each other, but 
also with comparable facilities all along the Arabian Peninsu- 
lar eastern seaboard. 

But the increased business in ship-repair has been offset 





























| by fewer ships calling at ports in the region for fear of being 


attacked. Reviewing the general situation, ASRY chairman 


| Sheikh Daij bin Khalifa al Khalifa affirmed that owing to the 


sharp increase in insurance premiums for ships sailing 
through the Gulf, coupled with the higher risk of being 
caught in the fire of the war, the number of ships calling at 










y the Bahrain | 






































Gulf ports has declined. But he added 
that almost all problems having to do 
with the shipping industry are being 
tackled and here are people who pro- 
fess to see a gradual improvement in 
the years ahead." 

But some shippers argue that declin- 
ing traffic is not the problem — that the 
real problem stems from the surplus ca- 
pacity of the ports, that there are more 
ports able to handle larger loads than 
there are ships waiting to call on them. 


They further argue that the excess са- | 


pacity is a result of the inter-state rival- 


ries among Gulf nations, and that there | 


has been a considerable increase in 
shipping space, especially on container 
vessels which have grown bigger in size. 

The shippers claim there has been 
no great decline in the frequency. of 
ships calling on Gulf ports. Hence, they 
predict that the problem could become 
more acute in the future. If the Gulf 
economies have already reached their 
apex, there can be no way but down. 

e tonnage handled at all the Gulf 
ports this year is expected at best to re- 
main unchanged. 


Because of the surplus capacity, there is increasing com- 
petition for cargo booking at the ports, but at the same time 
there has been growth in feeder services providing inbound 
and outgoing transshipments for larger liners. 

Port Rashid at Dubai, which is the main indenting centre 
for goods coming from the US through Europe, bound for 
Japan and other countries in the region, in 1985 handled 
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ASRY: business is growing fast. 








governments. 





tion Со. is commissioned to 
build another t capable 
of generating 227 mW in anti- 
cipation of теп de- 
mands on Jebel Ali. In addi- 
tion, the US$135 million con- 
tract includes four desalina- 
tion units, to provide 24 mil- 
lion gallons of water a day, in 
excess of Jebel Ali's current 
capacity of 31.5 million gal- 
lons a day. 

Unlike buyers of petro- 
leum, attracting investors to 
Jebel Ali requires à sales 

ch, a challenge which the 

ubai Government has ef- 
fectively met. The effort 
started late last year and con- 
tinues as delegations of the 
Free Zone Authority leave 
for business trips to the US, 
Europe, Japan and other 
Asian countries. 

Acco to the zone's chairman, 
Sultan Ahmed bin Sulayem, overseas 
response has been excellent. The chair- 
man himself carries a calling card on 
the reverse side of which are listed the 
incentives for investing in Jebel Ali. 
Apparently, the sales pitch is paying 
off. 
~ According to Charles Heath, an of- 
ficial of Jebel Ali Free Zone Authority, 
inquiries about the project are pouring 
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Jebel Ali port from the air. 








371,623 20-ft equivalent units, or teus 
(1.59 million dwt), compared with 
Dammam's (Saudi Arabia) 273,000 
teus. Also in 1985, the handling at 
other ports in the UAE was 153,000 at 
Jebel Ali (Dubai), 133,000 at Fujeirah, 
39,000 at Port Khalid (Sharjah), and 
26,000 at Port Zayed (Abu Dhabi). 
Besides these larger ports there is 
also Port Khor Fakkan on the east coast 
of the UAE on the Gulf of Oman out- 
side the Straits of Hormuz. Freight 
statistics for the port are not available, 
but Khor Fakkan has the capacity to 
handle more than 4,500 teus at a time, 
and the terminal has the capacity to 
turn around over 150,000 teus a year. 
There are also seven major ports 
owned by Ras al Khayma, two owned 
by Qatar, and two more аге under 
Omani ownership. It is thus little won- 
der that the Gulf has one of the highest 
concentrations of ports in the world. 
The ports have become more a mat- 
ter of prestige for the rulers, who rival 
each others’ claims that their ports are 


the real “natural gateways” to markets in the region. But 
despite what seems like a gross over-saturation of facilities, 
the Gulf governments do not seem worried about future 
prospects, and point out that so far, none of the ports has 
proved a liability. Even if this isso, prestige rather than capi- 
tal-output ratio still seems to be the basic concern of the Gulf 











Ali are many. Cheap labour 
from South toa rnc Africa 
and lower costs of transport- 
ing raw materials a shorter 
distance than from the US, 


Eu or Japan, out a 
башын for ete bots for 


cete companies and for 
Jebel Ali. ; 


prospectiv: 

ment in Jebel Ali. Some are 
expecting an economic boom 
in the post-war years; others 
expect more instability in the 
region, and would like to wait 
for the outcome of the war be- 
fore investing in the region. 

There is also concern 
about whether a product 
made in the Gulf would be as 
attractive to buyers as the 





in, most markedly from Japan, which is 
the largest exporter to the Gulf. Talks 


competition, even if man- 


ufactured under an internationally rec- 
ognised brand name. But investors are 






in Japan with 38 companies, including 
Marubeni, Nissho Iwai, Sumitomo, C. 
Itoh, Mitsui, Toshiba, Mitsubishi, JVC 
and others, have led to numerous in- 
quiries, and several companies have re- 
quested statistical data. At least half a 
dozen Japanese delegations have so far 
visited the free zone. 

The incentives for investing in Jebel 


bound to be ambivalent, especially 
about such a new operation. Sheikh 
Maktoum, however, has faith in the 
project. He believes that there is sub- 
stantial inherent strength in the 
economies of the Gulf and the nearby 
regions, and he hopes to make Jebel 
Ali Dubai's goldmine in the 21st cen- 
tury. — Salamat Ali 
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traveller in Asia. 
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Hints on how to travel in Asia 
— from packing the right things, 
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going. 
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guide to hotels in the region with 
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Some 50 new colour pictures, 
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‘Imported’ child camel-racers in Abu Dhabi: a massive trade. 
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EXPATRIATE LABOUR 
Rich or poor, 


they still need 
the foreigners 


By Salamat Ali in Bahrain 


ndependent studies by outside agencies have established 

that Asian countries which have come to depend upon the 
1 Gulf to absorb part of their huge labour force, need not 
fear any drastic shrinkage of this market until 1990, 

Notwithstanding the oil-producing Gulf countries' de- 
clared resolve to reduce the foreign workforce significantly 
over the next few years, the current presence of around 3 mil- 
lion expatriates from 120 countries — more than 80?5 of 
them Asians — will experience at worst a marginal fall in this 
total. 

Some Asian countries, particularly India, Pakistan, 
Bangladesh, Sri Lanka and now the Philippines and Thai- 
land, for the past few years have come to rely on their work- 
ers in the Gulf to provide balance-of-payments support. For 
example, in the case of Pakistan, remittances over the past 
six years have averaged around US$2 billion a year. 

The outlook now is that the labour-exporting countries 
jointly will be maintaining the present level of presence of 
their workforce in the Gulf, but will face significant cuts in re- 
mittances owing to increasingly fierce competition amongst 
themselves. 

Following completion of infrastructure projects, almost 
coinciding with the drastic downturn in oil prices, the Gulf 
countries have become extremely cautious in launching new 
projects. The construction sector, which in the past five years 








accounted for a rapid increase in the inflow of workers from 
Asia — mainly from Thailand, South Korea and the Philip- 
pines — is now facing the brunt of the recession. 

Except for continuing, small-scale housing projects in the 
private sector, most of the construction activity is now con- 
fined to a few sharp businessmen who, taking advantage of 
erstwhile property speculators’ failures, are buying up half- 
con pleted, structures of high-rise buildings and completing 
them. 

None of the Asian embassies, or even governments, in the 
Gulf have any reliable statistics on the region. But all are ag- 
reed that construction workers are leaving and also that the 
services sector is growing in the region with a consequent in- 
crease in the intake of workers into this sector. 

Unskilled workers are making way for skilled ones, owing 
to fast growth of the industrial sector and the increased need 
for skilled workers for maintenance of completed buildings 
and infrastructure. Also, there is a steady increase in the in- 
flow of workers to the agricultural sector. 

However, apart from the construction sector, there has 
been a significant reduction in clerical workers, adminis- 
trators and sales workers owing to restrictive immigration 
policies. Now, the assignment of managers and adminis- 
trators is reserved for locals, and only directors and managers 
of foreign companies are given residence visas. 

Although the broad pattern is common to the entire Gulf 
region, there are variations from country to country. In Saudi 
Arabia, professionals, skilled workers and administrators 
currently make up 37% of the foreign workforce, but under 
the 1985-90 plan the country will need an additional 200,000 
expatriate workers. ` 

Of the professionals in this additional labour force, half 
would have to have a university degree or post-secondary 
and secondary level technical qualifications. Only 40% of the 
new recruitment during the five years will Бе of those with 
less than elementary level education — largely in agriculture 
and as domestic servants. Rich Saudi families measure their 
status in terms of servants employed in their households. 

In the case of Kuwait, foreign agencies have calculated 
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that during 1985-90, the 
expatriate workforce will 
increase from the current 
437.700 to 507,240, of 
| which 233.215 would be 
new, because Kuwait is 
sending away workers who 
have been in that country 
| for 10 years or more. But 
the pattern of demand in 
Kuwait shows dependence 
on foreign workers will in- 
crease in the two lowest 
categories — the illiterates 
and those with less than 
| | primary level education, 
remain unchanged іп 
elementary and inter- 
mediate-level education 
and decline in the two 
highest categories — those 
with secondary and uni- 
versity level education. 
| Similarly, Bahrain, 
whose workforce is 58% 
foreign, needs to increase : 
its dependence to 61% of | == э" Ке „=> 
the total labour force by 
1990 if it is to prevent 
economic growth ta 











| A . 
| | population, there is a steady outflow of contractual 


estimates, against an outflow of 10 foreign workers there is 
an inflow of six, indicating ч 
| апе! fall of 40%. 
| Others argue that the 
outflow is confined to the 
construction sector and 
that in the absence of firm 
figures, these estimates of 
inflow and outflow do not 
| giveareliable picture. The 
| labour attaché in one em- 
bassy told the REVIEW 
that by 1990, the UAE 
- would need an additional 
755,000 foreigners — from 
agricultural workers and 
clerks throfigh skilled 
workers to accountants 
and doctors. 

One international 
agency told the REVIEW 
that at the end of 1985, 
there were 2.66 million 
foreign workers in Saudi 
Arabia, and that the Saudi 
aim ^ of reducing this 
strength by 600, by 
1990 would be difficult to 
achieve. According to it, 
all that the Saudi Govern- 
ment may be able to 
achieve will be a reduction 
of expatriate numbers in EAD B. 


government service. Page Santis LENN 208 
Currently, 1495 of gov- ... Bahrain desalination plant censtruction: the 





|Form-work for the Bahrain-Saud. Arabia Causeway... __ 


lling below 5%. At the end of 1985. the | are being squeezed out by Bangladeshis, Indians, Sri L 
country had 103,000 foreign workers and now needs to add | kans and Filipinos. 
between 14,565 to 44,115 foreign workers to the local pool Bangladeshi doctors with equal qualifications are асс 
to preserve or accelerate the current rate of economic growth. ing half the wages at which Pakistanis have been worki 
Similarly, at the end of July, some firms working in the J« 
n the case of the UAE, where expatriates make up 75% of | Ali free-trade zone of Dubai imported 200 unskilled worl 
from Bombay for a monthly salary of US$20 — plus t 
construction workers. According to one Asian embassy's | board and lodging. 
| The increasing population of the Subcontinent, соц 





ernment employees in | 
country are foreigners 2 
the government is c 
tainly overstaffed. 1 
target of reduction 

,000 expatriate wo 
ers is based on a highly : 
timistic estimate of p 
ductivity under the 19 
90 plan. It is targeted to 
4% in the non-oil sect 
against overall negat 
productivity growth d 
ing each year of the 19 
85 plan partly attributa 
to induction of locals 
crucial managem 
levels. 

However, since As 
countries are undercutt 
each other and, owing 
plunging oil revenues, 
Gulf countries are opt 
for the cheapest availa 
labour force, there co 
be significant savings 
the region's wage bill. | 
instance, Pakistanis, м 
a relatively better w: 
level and higher st 
dard of living at ho: 





with unemployment 
the Gulf recession, is 
sulting in steadily wor: 
ing working conditions 
lower-level foreign wt 
ers. There is little 
South Asian or South 
Asian governments cal 
about this. 

For example, a Ра 
tani newspaper repo 
in September that the € 
countries are impor 
five- to 10-year-old сі 
ren to ride camels in ra 
The winning camels 
bought at fabulous pr 
by rich sheikhs who 
reward the winners h: 
somely. But the chik 
are tied to the car 
in highly uncomfort: 
postures and some of tl 
fall off and are tr 
pled to death. Since Pa 
tan has put a ban on 
migration of chik 
going on work visas, 
importers of children f 
Pakistan, India, Su 
and Trinidad have si 
ed importing their par 
too, as agricultural wi 
ers. 
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Two ways of flying to Scandinavia. 


Wake up in Bombay, Delhi or Abu Dhabi. 


Or sleep all night on SAS. 


We agree with you that sleeping through landings ^ prises until the following morning. 
and take-offs is near enough to impossible. So The principle behind today's SAS is simple. 
rather than interrupt your journey and your night's We're making it easier for people who travel on 
sleep with a stop somewhere in India or the Middle ^ business. 
East, why not fly nonstop from Bangkok? Just a 
short hop away from anywhere else in Asia. Hl / VA У [25 
Then it's SAS non-stop. All the way to Copen- 
hagen or Stockholm. Sweet dreams and no sur- The Businessmans Airline 


SAS. BANGKOK 253 8333. HONG KONG 5-265978. TAIPEI 7120138. MANILA 887218. SINGAPORE 225 1333. JAKARTA 584110. KUALA LUMPUR 2426044. 




















By Charles Smith in Tokyo 


| Jus Big. Five: steel makers — 

Nippon Steel, Nippon Kokan, Sumi- 
tomo Metal,” Kawasaki Steel 
Kobe Steel — long regarded as the 
bluest of blue chips, are fighti ng a battle 
for survival which can only entail severe 
and painful cuts in production capacity 
and employment over the next three 










lieve that it will be impossible to sell 
` more than 90 million tonnes of steel in 
"the early 1990s. 

In order to do this, the industry may 
have to lower production costs by at 
least 20% from current levels. This, in 
turn, is чө to involve the biggest pro- 
gramme of layoffs ever undertaken by 
any Japanese industry, with the possible 
exception of shipbuilding. 

"As of now we are still saying that 
we. will not actually dismiss any- 
one who does not want to go," a spokes- 
man for one of the Big Five told the 
REVIEW. | | 

The вате company. though, is on 
record as saying that it will have tolower 
its steelmaking Workforce by at least a 
quarter by 1990 if it wants to stay com- 
petitive. Since the big steel companies 
are already locked into a programme of 
increasing the mandatory retirement 
age for workers by two years between 
now and 1990, natural attrition (non-re- 
placement of retiring workers) can 


problem. This is one reason why out- 
right dismissals are beginning to look 
unavoidable. 

Like other big export-oriented Ja- 
panese industries, steel was caught un- 
prepared by the extent of the yen's ap- 
preciation :against the US dollar be- 
tween September 1985 and the summer 
of 1986. 

However, while industries such as 
cars and electronics have been able to 
deal with the yen problem by shifting 
production overseas, steelmakers face 
the double problem of being stuck in the 





"while also seeing demand decline from 
their Japanese customers. 
Falls in indirect exports (meaning 
steel which is sold within Japan but ulti- 
 mately goes abroad in the form of cars, 
~ ships or electronic products) are one of 
the biggest reasons why overall output is 
likely to be down in fiscal 1986 (ending 
: March 1987) to about 95 million tonnes 
fi 985's 103.8 million tonnes. 





and | 


years. Whereas the industry once rated: | 
its “theoretical” capacity at around 150 | 
million tonnes a year, steelmen now be- 





hardly be expected to take care of the | 





losing their competitive edge abroad — / 





Export tonnage in the first six 
months of this fiscal year was actually 


Japan' s steel ue face cutbacks, layoffs 


Hostages to the yen 


“up on year-ago levels, partly because of | 


the grim determination of steelmakers | 


to hang on to their markets at whatever 


cost to profitability. But since Japan's : 
two largest customers for steel, the US | 
and China, both pay in US dollars (or | 


by a dollar-linked pricing formula in the 


case of China), the yen income gener- | 
ated by exports has been drastically re- 


duced. 

Plunging yen export earnings (down 
about 3095 in the case of salesto the US) 
are the main reason why the big steel 
companies are expected to announce 


THE SLIDE OF THE BIG FIVE 


tÜperating losses for the six months ending 30 Sent. estinvates) | 


Note: Figures exclude revenue 
from sales of stock. 


BEVIEWDIAGRAM by Andy Teng 


losses of nearly ¥180 billion (US$1.1 | 
billion) on 11 November for the first six 
months of the current business year 
{after window-dressing operations, 
which will be designed to cover consid- 
erably worse actual results). Losses in 
the second half of the year are like- 
ly to be even heavier, bringing the 
overall red figure for the 
try (again after window dressing) to 
well over  Y400 billion for -the 
year. 

A consolation for the steel industry 
in the face of the high yen is that im- 
ported raw materials (mainly coal and 
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i Japan 
‘though, so far, lively demand. within 


shrinkage i in markets which now seems 


some cases (suc 
































iron ore) now cost less in yen ter 
before revaluation... But. for. th 
Five, the dollar-denominated bi 
imports is down much less than dolla 
come from exports. This mean: 
there. is no. real trade-off Ы 
cheaper. imports and. less profita 
exports, ог, at least that the trad 
off is much less than in the earl 
when the two figures were ro 

equal. 2 
‘In order to limit the damage. tot 
balance sheets from .unprofitabl 
ports.and reduced home demand; all 
Big Five-are expected to resort to 

kikyu (temporary worker layoffs) in 
December or January —tà 
ing advantage of a provisio: 
in the Japanese labour legi 
lation which allows: à con 
> pany : to claim- governme 
subsidies on wages paid. 
“workers who are “reques 
ed" to go home for periods 
up to a month in return for 
guarantee of at least 60% of 


their normal salary. 
pu » "temporar 
mlayoffs, which were la 
used’ by the electronics 4 
dustry in the aftermath ofthe 
1973-74 oil shock, would 
themselves be an -indic 
tion that the. industry fac 
a. crisis, but the -ste 
makers already айти th 
in the long run somethin 
more radical. will be neces 
sary. 
The problem the indu 
faces over the medium 
is that newly industriali 
countries (NICs), such 
; South Korea and: Taiw: 
| industry wages are bar 
Japan's, following the yen revaluation! 
will move into the US market, ап 
perhaps even into the Chinese marke 
undermining Japan's dominant posi- 
tion, A massive increase of imports into 
itself is another nightmare 
































South Korea and Taiwan has kept J 
panese imports down to the: modest: 
level of only some 3 million tonnes а 
year. 
In order to ‘prepare for the overall 





inevitable, the Big Five have launched 
diversification: programmes, which, in 
as: Kawasaki Steel 





rd 















of revenue by 1990. But the sectors cho- 







беп coal chemicals, © computer 
“software (using knowhow generated 
during the design of in-house computer 
ystems), silicon-wafer manufacture 
(again using knowhow acquired during 
the steel-making process), and special 
metals (including titanium) — all suf- 
fer from the same drawbacks: they 
need relatively small amounts of la- 
bour compared with steel manufactur- 
ing. and they face increasing cón- 
frontation with entrenched competi- 




















































ors. 

This is why the industry seems 
eaded for an eventual showdown with 
its unions despite what management 
laims has been the most harmonious 
Jabour-management relationship to 
ate in any major Japanese indus- 
try; 
“Even before the yen revaluation гап 
s full.course, each of the Big Five had 
rawn up a medium-term retrenchment 
the focus of which was labour cut- 


ases, these plans are now being 
drastically. revised and/or accelerat- 


t Kawasaki Steel, a top-level com- 
"% mittee was formed in September to 
edraft. à three-year emergency pro- 
ramme, which originally-called for the 
teel-making labour force to be cut from 
8,500 to 14,000 over the next five 
ars: The plan was first drafted in 





iould average Y 180:US$1. 
A Sumitomo Metal retrenchment 


orce cut of 15% over three. years, is 
‘now being redrafted to cover a two-year 
span. In much the same way, Kobe Steel 
is trying to speed up implementation of 
a plan, which is. already into its second 
year, for cutting 5,200 workers from the 
ompany's 29,000 labour force over a 
five-year period. 
Nippon Steel, the largest by far of 
he Big Five, and the one most reluctant 
0. admit that the industry may be in an 
reversible decline, refused to give the 
REVIEW -details of its: retrenchment 
lans. According to Japanese press re- 
however, the company aims at a 4 
n-tonne production cut (from 28 
Шоп to 24 million tonnes) by 1991, 
mplementation will involve closures of 
least three Өш. of 14 blast furnaces, 
“with corresponding layoffs of work- 
In its public statements on the crisis 
acing the industry, Nippon Steel has 
stressed upgrading product lines and en- 
hancing its technological edge as the 
keys to a medium-term survival: stra- 
tegy. Behind this optimistic front, the 
world's No. 1 steel company. prob- 
ably shares its rivals’ belief that, 












ettor Ld 


cks and reduced production, In all: 


anuary on the assumption that the yen | 
exchange rate over the next few years“ 


plan, originally providing for a labour | 


‘Production in fiscal 1985 (ended 31 







from now on, it will be fighting a strictly. 
efensive battle against; МІС com- |. 





Cutting off the lifeline _ 


Japan may soon stop subsidising its ailing coal industry 


By Bruce Roscoe in Tokyo 


J apan is abcut to disconnect the artifi- 
cial breath ng apparatus that is keep- 
ing its ailing coal industry alive, though 
for many of tne regional towns depen- 
dent on coal mines for their life blood, 
the death will be far from euthanasia. 

The: Japanese Government has 
pumped X] trillion (US$5.5 billion) 
into the industry over the po 20 years 
to narrow the price gap between im- 
ported and demestic coal. Despite this 
subsidy, a tonne of local coal has cost Ja- 
panese steel and electric-power indus- 
tries around # 24,000 — double the cost 
of imports. 

But since the appreciation of the 
yen, coal uses, who are obliged by the 
Ministry of Irternational Trade and In- 
dustry (Miti) го buy all local production, 


m ^ ATHE MINING LEAGUE 
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_ coking coal, down 46% from the'1985 


1 
penere 


draft of the eighth plan to the govern- 
теп їй August. That. and а second 
deadline. in: September were missed. 
The plan is now likely to surface some 
time this month, but most of the details 
have been leaked. x 
Specifically, eight of the 11 mines 
now in production will be closed by 
March 1992, when steelmakers will be 
allowed to import all coking coal needs. 
For fiscal 1986, the steelmakers are re- 
quired to buy only 1.7 million tonnes of 


volume. Thermal or steaming coal 
users, such as power companies, which 
rely on imports for 80% of their needs, 





later. 

Some mining companies have al- 
ready read the writing on the 
mine-shaft wall, and are prepar- 
ing to close down their mines. 
On 20 October, Mitsubishi Coal 
Mining announced plans to 

















REVIEWTABLE by Picky Hui 


have been paying local mines up to 
three times the price of imported coal. 
Тһе steel industry, by far the big- 
gest user of coking coal, hijacked the 
government's "Buy Japan" scheme in 
June. 

Steelmakers, even though around 
95% of their coal is imported, argued 
that their own red ink was too thick to 
keep paying the local premium. Their 
unilateral decision not to pay more than 
the price of .mports has forced Miti to 
revise drafts of its eighth five-year coal- 
industry plar for 1987-92. 

, Under the Miti plan, annual domes- 
tic producticn over the next five years 
would be constrained to a ceiling of. 10 
million tonnes, half the level prescribed 
in the seventh plan. But it now appears 
certain that much less will be mined. | 


March) stopped at 16.45 million tonnes, 
and that volume probably will be more 
than halved by 1990. 
Miti’s advisory council for coal-was 
osed tc have. submitted the final. 









close its Takashima mine in 
Nagasaki on 20 November and 
sack all 870 of its staff. The com- 
pany union is resisting closure 
utis powerless. Mitsubishi also 
wants to close its 
Yubari, Hokkaido. 

Miti would probably close all 
the mines tomorrow were it not 
for the fact that a number of 
Kyushu and Hokkaido towns 
would be crippled. Despite the 
hazardous conditions under 
which many of the mines are 
operated (238 miners have 
died in mine accidents іп 
the past three years), mining. 
towns want to stay in business. To pre 
vent total depopulation, Miti is plan- 
ning to turn some mines into tourist at- |. 
tractions. 

The eventual closure of most mines | 
is not expected to create much more de- 
mand for imported coal. The amount 
produced in 1985 compares with annual 
imports of 60-80 million tonnes from 
1980-85. Cheap oil, and less demand in 
the coal-using chemical, steel, cement 
and electric-power industries’ as a re- 
sult of a shift of some manufacturing 
overseas, is depressing coal consump- 
tion. 

Miti’s decision. to wind down coal 
mining reflects:a willingness on the part 
of the government to. implement the 
structural economic: reforms recom- 
mended іп the Maekawa Report. Pro- 
duced by a private council of Prime 
Minister Yasuhiro Nakasone headed by 
former Bank of Japan (the. central 
bank) governor Haruo Maekawa, the 
n industry 


mines in 





may be weaned off domestic coal a little D 
| 
| 











report singled out co. 
Japan should. 












World Music Market Live ' 






Frankfurt — the ideal forum for 
expert discussions: almost 
900 exhibitors from 33 countries 
will be presenting the latest 
products of the international 
music industry. К 

















|. live'87 TG 
Чп Frankfurt — music from- 

classical to rock/pop, presented 
by professionals. 
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THE MINUS FACTOR 


{Balance of payments by area — 1 


Non- 
Conv" || солу» 













































































aon. equals convertible area; non-conv. equals nonconvertible area. 
Mnéchides acheduled interest payments and imputed interest оп arrears. 













































Back to basics 


у Nayan Chanda in Washington 
Ev and social crises in Viet- 
Me nam and demoralisation of the party 
have reached such a level that, in a bid 
Wo raise sinking morale, the country's 
highest-ranking leaders have made 
harp self-criticisms and issued calls for 
econciliation. However, . foreign 
alysts believe Vietnam's prostrate 
economy will require more than stirring 
speeches to start moving again and that 
its dependence on: Moscow's aid. and 
trade is likely to cause increasing fric- 
on with Hanoi's main benefactor. 

In an unusually candid speech late 
ist. month party General, Secretary 
ruong Chinh admitted that Vietnam 
as mistaken in, quickly ‘abolishing 
apitalism. Reflecting increasing Soviet 
‘unhappiness over misuse of aid, Chinh 
warned that as a result of bureaucratic 
Waste and mismanagement the country 





et aid. In another speech, Nguyen 
'an Linh, politburo member and possi- 


he former Nguyen 
?, better treatment for 
iproved. contacts with 
he Chinese community. | 

|» The flurry of self-criticisms and calls 
r "renovation" of the economy. have 


ixth party congress, the Vietnamese 
conomy seems to have reached a total 
mpasse. Skyrocketing inflation that had 
ерип last year in the wake of f 















now faced the danger of dwindling | 


ome at atime when, on the eve of the | 


orm has continued unabated. Infla- 


"includes short-term oroita, 
neues gold revaluation and net use of International Monetary Fund credit. 





s pursued under the leadership of 
ased predecessor Le Duan, "In 
.past years,” he said, "we committed the 
mistakes of infantilism, leftist devia- 
tion, voluntariness, and acting against 
the objective law.” Truong Chinh, who 
had always favoured the early Mao 
model of self-reliance based on self-suf- 


stry on a 
ceeded our real capabi 
acknowledged that Vii 





REVIEWTABLE by Ricky Hur 


ietnam's leaders admit their policies have failed 


tember, officials estimated that infla- 
tion had reached 700% a year. 

`А careful reading of the Vietnamese 
media indicates that not only, has the 


chaotic price situation made the life of | 


salaried officials extremely hard but it 
has also. put a brake on agricultural and 
industrial production. Large-scale cor- 
ruption and diversion of goods — from 
fertiliser to industrial raw materials — 


has left the government distribution sys- - 


tem in shambles. Reports fróm several 
provinces say that, unable to makea liv- 


ing, peasants have abandonéd farming, 


to move to the towns. The mood in parts 
of the country is bitter. 

According to a report in the official 
media, government cadres who tried to 
plant coconut trees on unused rice fields 
were assaulted by irate villagers. In 
towns, discontent with the government 
is often manifested by a total disregard 
for government policies and directives, 
with many cadres engaged in moon- 
lighting and bribery.” It is not that goods 
are not there," says one analyst, "but 
they are simply not going where they are 
needed because they get stolen on the 
way and sold in the blackmarket by offi- 


| cials and cadres who cannot survive on 


their paltry wage." While factories are 
working.at a fraction of their capacity, 
whatever is produced often ends up юп 
the free market rather than in govern- 
ment stores. 

Reports on the local-level party con- 


.gresses currently being held in Vietnam 


in preparation for the sixth party соп- 


“gress indicate discontent among many 
рану сайгев about the state of affairs 
policies. 


isdom of. the . party's. 
irent 


amed ; crisis on 








subsequent years strongly argued for col- | 
lectivisation of agriculture and the aboli- 
tion of capitalist trade and industry. ° 
. While Chinh does not clearly say that 
private initiatives should be. brought 
back in order to revive the economy, 
using opaque socialist jargon he 
downplays his habitual emphasis on so- 
,cialist transformation. He calls for “ap- 
ropriate forms and suitable steps . . . 
to] help the production forces to deve- 
lop." In other words increasing produc- 
tion af this stage is more important than 
éstablishing the socialist system. In 
what amounts to a significant change of 
heart for the ideologue, Chinh also of- 
fered strong endorsement of the econo- 
| mic: liberalisation introduced by the 
| eighth plenum last year. 





hile acknowledging that recent 
| setbacks (ineaning the failed cur- 
rency reform that he had backed) have 


scepticism over the party central com- 
mittee's eighth plenum resolution and a 
tendency to maintain bureaucratic cen- 
tralism and state subsidies,” Chinh said 
that its opponents were those "who are 
holding on to their special prerogatives 
and privileges under the pretext of de- 
; fending socialism." 

Chinh candidly states that lack of 
productivity under bureaucratic cen- 
tralism and state subsidies has made 
Vietnam "depend to a large extent on 
foreign aid to survive." Data provided 
by the Vietnamese authorities to the 
International Monetary Fund show that 
Vietnam's debt in non-convertible cur- 

гепсіеѕ ћаѕ nearly doubled in four years 
— from US$3.16 billion in 1981 to 
US$6.17 billion in 1985. 

Western intelligence sources. esti- 
mate that Vietnam receives an annual 
average of US$1 billion in economic aid 
and US$750 million та military assist- 
ance from Mosco the ѕіпріе most 
importart source of foreign 


recent years, especially 























led to “a feeling of bewilderment and 4 
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People Pleaser Rosanna Chan - Room Maid 


Т international fair 


| Travel. It can put a smile on your face. Or | 
wipe it clean away. | . è 

we all know what can happen to the best for packaging machinery, 
laid plans of mice and men. Which is why at 
Holiday Inn the countless little things that can | m 2 
make or break your trip are the things we care | packaging materials, 
most about. | 

Our staff are committed to making sure ө ° 
your plans never falter. They renew the and confectionery machinery 
definition of service, going beyond daily 
routine to make your stay special. As People 
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importance of a smile. 


LJ 
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р i 
nion has expressed inc eas ing unh 
iness at the waste and misuse of its aid. 
Озу has also pressed: Hanoi to step: 
export of agricultural goods to the 
oviet Union and begin to redress the 
rious trade imbalance. 

In 1985, Vietnam exported олу 
$$541 million-worth of goods to the 
cialist countries while importing 
S$1.46 billion. The trade deficit with 
cialist..countries, which has grown: 
US$504 million in 1978 to US$916 
iO” in 1985, has so far been financed 
mg-term loans. But the Soviet. 
n and other socialist countries have 
€ increasing demands on Vietnam 
increase its productivity and exports. 
ietnamese exports of rubber, tea, cof- 
€ and wood to non-convertible areas 
is Seen very modest growth while coal 
ports Have dropped considerably. 
Obviously reflecting this pressure, 
Oints to the danger of the possi- 
loss of Soviet aid. “The great.assist- 
ce of the Soviet Union and other frat- 
al socialist countries," Chinh said, 
€ been seriously squatideréd and 
ce the danger of gradually becoming 

























































inh's remarks were aimed at 
arning fellow Vietnamese that the 
ree lunch” was about to end if they did 
ot/mend their ways. But he also pre- 
sumably wanted to convey to Moscow 

seriousness of Vietnamese efforts to 
remedy the problems. To reassure Mos- 
Vietnamese Vice-premier Tran 
ynh wrote in an article in Pravda that 
the: party central committee and Viet- 
namese Government “attach paramount 
importance to increasing the efficiency 
ofthe economic cooperation between 
our. countries . we must increase 


ke thrifty use of materials and con- 
iction equipment . . . [Vietnamese 
people are] prepared to do everything 
nsure that this [Soviet] help and co- 
operation are used to maximum effect. 


T of conscience . 
Am editorial. in the party daily Nhan 
on 3.November reiterated self- 
t Vietnam has wasted pre- 





€ but, at the same time, tried to 

pen Western speculation that Mos- 
yw was about to cut aid to Vietnam. 
he’ editorial said) that Moscow and 
nor saw eye tó eye On international 



















doubled its aid to Vietnam for the 1986- 
90 Five Year Plan compared with the 
revious period. 
-Most analysts believe . that: while 
e Soviet Union may be unhappy at 
Vietnam's misuse of funds through 
eft, waste and mismanagement, it. 
is unlikely to squeeze Vietnam to 
int of breaking the strategic al- 


















labour discipline, and - productivity, . 


s is a duty, an obligation and a mat- 


issues and that the Soviet Union had 















‘finished, 


- duction for the first eight months 


>from 19 5. For the time bei 
othe TEC 


Free-market revival | 


A slight tin price rally offers hope to the industry 


By James Bartholomew in London 


fter a traumatic fall at the end of 
last year, the price of tin is picking 
itself up off the floor. The price jumped 
to M$15.90 (LS$6.10) a Кр in Novem- 
ber, compared to the M$14-14.50 range 
at which it wes bumping along in the 
middle of 1986, The rally in tin prices is 
a prime example of the self-correcting 
mechanism of the free market — this 
being the first free market for tin that 
has existed for a long time. 
One cause cf the rally is that consum- 
ers, who had run down stocks as much 
as possible when the price was clearly 


‘too high, have now begun re-stocking. 


This re-stocking is only a one-off event, 
yet other factors encourage the belief 
that the rally could be sustained. 

The collapse of the International Tin 


| Council's (ITC) support for tin in Oc- 


tober 1985 led to a collapse also of ше. 
tin price from the ITC support i 
level of M$28.45 a kg. The price 
collapse brought about the clo- 
sure of many tin mines around” 
the world, especially in Malay- 
sia, the world's biggest tin pro- 
ducet; 

Before the tin crisis there 
were around 450 tin mines in op- 
eration in Malaysia. By the end 
of 1985, about 200 had closed 
and by June this year the 
number of mines in operation 
had dwindled to 175. Only mines 
with relatively low production 
costs have been able to survive. 
The small, high-cost mines are 


As a result, Malaysia's pro- 





of this year was down 27% com- 


‘pared with the same period last year. 


Other major producers like Indonesia 
and Brazil have increased production, 
but not by enough to compensate for the 
Malaysian cutbacks. A delegation of 


“Malaysian tin producers visiting, West 
d and promised better per- |: 


redicted that non— 
uction of tin would 


Germany recently 
socialist-world pro 


fall to around 130,000 tonnes this year, 


compared with 160,000 tonnes in 1985. 


"This fall in production is clearly bullish 


for the tin price. 

There have been encouraging signs 
that the low price has had an effect.on 
consumption as well as production, In 
Japan, there has been a decline in the 
recycling of used tin, so the Japanese 
need to buy more newly minedtin. They 
are expected: to go to the market for 
some 30,000 tonnes this year, up 6% 
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will be stable at 160,000 tonnes. 

Even so, the fall in production means 
that there will be a welcome reduction 
in world tin stocks, currently estimated 
by one observer to be 100,000 tonnes. 

That. tin mountain, however, is not 
owned by the ITC any more. It has pre- 
dominantly been taken over by the 
banks who had lent money to the ITC. 
Their loans were secured on the tin 
stocks and, in the absence of full repay- 
ment, they have taken delivery. 

Each bank is making its own com- 
mercial decision about when and how to 
sell, and the banks are not cooperating 
with each other on-this. In fact, they 
keep. their strategies secret from the 
others. Certainly some of their. stocks 
have been sold off, but itis їп their own 
interest not.fo swamp the market. 

; Some of the banksare not very famil- 











*a: Projection at US$5,000-5,600 a tonne. 0: Projection at US$5,800-6,900 a tonne. 
Source; ATPC. 





REVIEWOIAGRAM Gy Andy Tang and Wan Kwong 
iar with the metal markets and are find- 
ing the experience of being major 
players something of a novelty. One 
such banker said he was contacted by 
dealers and consumers offering to buy 
his metal. He had noted the rally in the 
tin price but was “watching and think- 
ing." He was having to consider, for the 
first time in his life, whether he was bul- 
lish or bearish about the price of tin. A 
commercial banker for many years, his 


watchword was caution. 
М". the banks also have to 
consider^ something with which 
they area lot more familiar: taking legal 
action to recover money still owed to 
them. On this they are cooperating. Ac- 
cording to one, “the lawyers are beaver- 
ing away now.” The banks are deter- 
mined to pursue the matter through the 
law courts, they say, but have not yet 




















| decided exactly wh 





The tin brokers, however, have 
made their decision. Tinco Realisa- 
tions, the vehicle for pursuing their 
debts, is going to petition for the wind- 
ing up of the ITC, probably before the 
end of this year. If the petition is suc- 
cessful, then a liquidator will be ap- 
pointed to ascertain the liabilities and 
assets of the ITC. There is little doubt 
that a substantial deficiency would be 
revealed, so the liquidator would then 
probably demand money from each of 
the member countries of the ITC in pro- 
portion to its involvement. 

The next step would depend on how 
the member countries reacted. Assum- 
ing that at least some did not pay, the 
ITC liquidator would sue either those 
countries or Britain for the rest. Picking 
oneBritain might seem unfair but it 
would have the advantage of being sim- 
pler and cheaper. In that case, the Bri- 
tish Government would then be left to 
try to reclaim the money from the other 
countries. The ITC member countries 
(whether just Britain or all of them) 
might argue in court that they had 
sovereign immunity or that they were 
otherwise not liable to pay. But the 
brokers have strong legal advice that 
this claim would be unsound in British 
law. 

If this is right and the brokers are 
given, for example, a judgment against 
Indonesia, then they might be in a posi- 
tion to seize a jumbo jet from the In- 
donesian state carrier Garuda while it is 

arked on the tarmac at London's 

eathrow Airport, and sell it to recover 
the debt. Judging by the tone of voice in 
which this idea is mentioned, such an ac- 
tion would satisfy some of the anger 
which the brokers feel about having 
been, as they see it, let down by un- 
scrupulous governments. 

But one broking company may get to 
the governments before Tinco Realisa- 
tions. J. H. Rayner, in addition to 
cooperating with the Tinco Realisations 
plan, is already wng the member gov- 
ernments for the £16 million (US$22.6 
million) which it claims it is owed. 

What are the potential costs for the 
member governments? The brokers 
claim a loss of £165 million, assuming 
the “ring out” stands. This was an ar- 
rangement made in the London Metal 
Exchange by which outstanding tin con- 
tracts were settled at a fixed price which 
was above the then market price. The 
arrangement is being challenged by one 
of the brokers, Shearson Lehman. If the 
"ring out" does not stand, then the 
brokers' losses could double. 

On top of that come interest charges 
on the unpaid debts and legal costs. 
Meanwhile, the banks are still owed 
some £340 million and they also will 
want reimbursement of interest charges 
and legal costs. Adding these together 
and assuming it takes a while to be re- 
solved through the courts, the total po- 
tential liability of the ITC member gov- 
ernments approaches £1 billion. п 














Questionable logic 


By Vaudine England in Jakarta 
|: what appears to be a contradiction 
of basic economic fundamentals, In- 
donesia has said it plans to boost tin pro- 
duction by as unl as 34% in 1986, de- 
spite losses at the state tin-mining com- 
pany Tambang Timah and a dreary in- 
ternational market for the commodity. 
Although production costs for tin are 
lower in Indonesia than neighbouring 
Malaysia and Thailand, it appears un- 
likely that such an increase in produc- 
tion can be made without the kind of 
subsidies the state can ill-afford since 
low oil prices wracked the petroleum- 
dependent economy. 
At the opening of the fourth ministe- 
rial conference of the Association of Tin 
Producing Countries (ATPC) іп 


Jakarta, Indonesian Minister for Mines 
and Energy Subroto spelled out the eco- 
nomic dilemma: “Both the state-owned 
as well as the private tin mining com- 
panies have to adopt drastic austerity 





measures in order to overcome these 
difficult times. They are now either 
operating at a loss or barely making it to 
break even.” 

Subroto, former president of Opec, 
disclosed just how badly Timah is faring 
under the weight of last year’s global 
market collapse and continued disarray. 
Timah’s production has declined from 
the past decade's peak of 35,000 tonnes 
in 1981 to about 16,365 tonnes in 
1985. The goal for 1986 is 27,500 tonnes 
and opinions are divided as to whether it 
will make it — at the ATPC meeting 
Subroto himself cast doubt on the possi- 
bility. For the first time last year, he 
said, Timah lost some US$12 million. 
Subroto did not go so far as to point out 
that this loss occurred largely before the 
London market was officially defunct in 
October 1985. 

Unlike most other tin-producing 
countries, the industry in Indonesia is 








Indonesia plans to increase tin production despite losses 


almost entirely under the wing of the 
government. At the beginning of 1986, 
Timah employed 29,446 people, both at 
its Jakarta headquarters and at the three 
main mining areas — the islands of 
Bangka. Belitung and Singkep, off 
southeastern Sumatra. 

In Subroto's words: “The dilemma- 
tic choice between retrenchment and 
economic viability of the industry is now 
becoming more acute." An indust 
source was more blunt: “Timah is bleed- 
ing. Much of their mining work is done 
by sub-contractors and their contracts 
are being terminated. But if they drop- 
ped production it would be an admis- 
sion that they were hurting." 

At Bangka Island, the main minin 
area, retrenchments have been avoide 
so far for socio-political reasons, but a 


variety of perks have been cut back to - 


reduce costs. An early retirement plan 
has been introduced, and freelance min- 
ers are being encouraged to the point 
where they are producing about 5,000 
tonnes a year for Timah. 

Low-yield mines on all three islands 
have been closed and equipment and 
personnel focused on the highest-grade 
mines. This means a concentration of 
activity on Bangka, where ore grades 
are generally better and the costs of pro- 
duction are at least equal to those of 
Brazil. At Belitung, the grade is so poor 
as to be not worth the effort while ore 
grades in Singkep mines are in the 
medium range. Timah's chief executive 
Sudjatmiko said recently that produc- 
tion costs averaged US$5,400 a tonne, 
but even apart from the problem of how 
such costs are defined, the implied op- 
timism of the claim appears unwarranted. 

The only other company involved in 
tin mining in Indonesia is Kobatin, a 
joint venture between the Australian 
Kajura Mines and Timah. The company 
operates much more on a commercial 
basis than Timah. “We have reduced 
production costs drastically,” says Ju- 
lian de Noakes, Kobatin’s president di- 
rector. 

Kobatin has survived two other pri- 
vate tin-mining operations which closed 
down due to falling tin prices two years 
ago. Four low-grade mines were closed 
by Kobatin in the past year, and it cut 
production by 25% this year and will 
produce about 4,500 tonnes. Some 600 
staff have been put on standby at re- 
duced pay, and while the remaining 
1,250 still enjoy schooling, medical care 
and infrastructure provided by Kobatin, 





An Opec solution?: page 112 
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Тһе mines are concentrated on the 
southern tip of Bangka Island and 
&obatin sells its production directly to 
imah. Employing gravel pump min- 
р, as opposed to Timah's dredging, 
Obatin can respond very quickly to any 






aintaming a profitable operation. 


by the.company. 

In a telling sign of the times, how- 
ever, Bangka inhabitants are turning 
ir hands to pepper cultivation, one 
mary commodity which is currently 
joying relatively high prices. The 
гор is playing a key role in minimising 
'conomic crunch on Bangka. 





imah's management knowsthateven 
t be the sole future for the firm. In the 


gross domestic product. Now, a 
jor thrust of the firm's planning is di- 
sification, 

While Timah is looking into the 
xploitation of granite from Bangka, 
elitung is the source of kaolin, a high- 
grade white clay used for ceramics and 
Il. There is capacity for 27,000 tonnes 
of kaolin and the high quality of the pro- 
duct bodes well for marketing.efforts. 











rgetedforfuture export growth. 









dges are maintained. And miners on 





base for motorboat maintenance and re- 












this is the new (ра producing 
ant. Cilegon, West Java, 























growth of a domestic canning and 
Kaging industry. The plant is run by 
atinusa, a joint venture, established in 
83 etween Timah (62%), Krakatau 
teel (14%) and Nusamba (24%). 

But it was the 12 September 31% de- 
aluation of. the rupiah that has helped 
mah keep ир its domestic and exter- 
al commitments: Most important has 
en the benefit in rupiah-denominated 
ceipts for tin exports, 
wed Timah to maintain the size of its 
rkforce. This, and the low wages that 
































onesia сап remain competitive 
With th 


nge in the market and claims to be | 


ugh figures were not made available | 


if the high hopes of the ATPC ac- | 
ord are justified, tin mining per se can- | 


ast the production of tin concentrate | 
s accounted for up to 6% of the coun- | 


Some kaolin is used domestically though | 
exports are already under way to Japan. | 
ith Taiwan, South Korea and Thailand | 


On Batam Island, Timah has built a | 
mall oxygen plant to cater to work- | 
10рѕ on Kendur Island where the tin | 


Bangka can use Batam as a logistics | 


More potentially significant than any | 


which | | 
ld boost domestic consumption. of | | 
ly produced tin from the current | | 
00-500 tonnes а year to more than | | 
,300 tonnes in 1987. The U$$96.5 mil- | 
on plant, which is producing about | | 
000 tonnes of tinplate this year, to be | 
oubled next year, is. designed to foster | 


which has al- | | 


donesian tin workers command, mean: 
iat compared with other producers, In- : 
despite: 

nde-| 


An Opec solution? 







he past year has been notably bad 
for commodity groupings, which 
gave added point to the.meeting of the 
ATPC in Jakarta at the end of October. 
Some observers even saw it as a desper- 































ate attempt tc strengthen the interna- | 


| 

| 

| 

| 

| 

| 

| tional tin market. 

| Under the chairmanship of Subroto, 
the ATPC discussions drew representa- 
tives from Australia, Bolivia, Nigeria, 
Thailand and newly appointed Malay- 
sian Minister for Primary Industries 

| Datuk Lim Keng Yaik. Observers in- 

| cluded representatives of major non- 

| ATPC producers, China and Brazil, 

| and the directc r of the International Tin 

| Research Insti:ute in Britain. 

| Subroto, fresh from a meeting of 

| Opec at which the oil cartel agreed on 

; extending production ceilings, opened 

| the discussions on a bullish note: "1 be- 

| lieve that substantive decisions emanat- 

| ing from this conference will not only 

serve to arrest further market deteriora- 

tion, but it might even bring about 

gradual improvement in the overall tin 

situation." 

|. ^ The four days of executive commit- 

i tee meetings amd two days of ministerial 

; discussion may not have yielded quite 

that, but the atmosphere among del- 

egates was upbeat, with Brazil and 

China promismg to "cooperate" 














and 


Tin producers speak increasingly of a cartel 


convey the ATPC decisions to their gov- 
ernments for urgent consideration. The 
result fell short of the hopes of ATPC 
executive director Victor Siahaan of In- 
donesia, who said before the meeting 
that an agreement on a production ceil- 
ing would be "good progress. 

АП the participants agreed to take 
whatever steps are needed to run down 
gradually the massive overhang of tin 
stocks left in the wake of the London 
tin-market shutdown in October 1985. 
The market collapsed ultimately be- 
cause of the inability of the ITC buffer 
stock manager to continue finanging 
warehouses.full of the metal bought in 
the wake of a prolonged — but unsuc- 
cessful — attempt by Malaysia in 1981- 
82 to corner the. global tin market and 
push prices up (REVIEW, 2 Oct.). 

The. agreement on disposal, of 
stockpiled metal means that the ATPC 


| executive committee will spend the next 


month in Kuala Lumpur compiling de- 
tailed figureson the precisesize andloca- 
tion of the stocks, and exactly what cut- 
backs would be required by whom to de- 
plete them. Without any action and as- 
suming prices remain at their presentlow 
levels, Subroto said, it would take three 
years at current depressed production 
levels for the overhang to disappear. 
After the executive committee has 
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үөс оон onpripes 1У5$5,000-5,800:а 
(b) Forecast based onpprices averaging US$5,800-6,900 a tonne. 


“Forecast based average per-tonne price of US$, 400-7700 in firsts six months and US$5, 000-5, 800in the. 
tonne. 
























ver the last year 


| ope. _ 
And since the Bunch’ vif the GT utope Fundin 


January 1984, they've also come to value our advice and 
expertise as a major independent investment group. 
We invest around $670 million in Europe, out of the 
785.2 billion we currently manage worldwide. 


January 1984.$10,000 invested. 

We're the ones who have. believed for some years 
hat the European success story wouldn't be a mere flash 
n the pan. ere the ones who were confident that, 
as fresh: 


GT Europe Fund: | 
. Probably because, with the wealth of experience wed 
already had in Europe, we could see exactly how to profit. 


from the wide range of diverse; developing markets 


available to the investor. 


And how touse thestable economies „ever decreasing ae 
inflation rates and keen overseas interest in the area to 


. "our investors advantage. 


Within. the first two years ме were able to reward... 


our investors confidence with a handsome Brown rate. 


September 1985. Now showing 15.2% profit. 
And in the twelve months to September 1986, we 
were able to cheer them with a 9796 profit. 


rged, the future would look _. 
even rosier for the long-term investo peus in our 


; ^ 


айну 1986. ÏÍnvestment now worth $15, 950. 


Imagine. If you invest'in the GT. Europe Fund to- 
morrow, this time next year, you could be doing what all 


-our current investors are doing now. 


Smiling. | 

If youd like to know more about the GT Europe Fund 
and why the time is right for you to conside 
it, please fill in the coupon below. 


September 1986. Investment has more than. 
. doubled to $2 680. — — | 


"To: Miss Catriona Máclean, GT аваси (Asia 
Limited, 28th Floor, Two Exchange Square, 
8 Connaught Place, Central, Hong Kong. 


This year we're still convinced that E urope will con- | 


tinue to be a place where your money can work just that 
little bit harder. - 


citizen please tick the box. 
not constitute; ah. offer of Units in the Fund. 


only be made on the basis of the current explan- 


: Applications for uni 
Fund; which contains full details about the Fund. 
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finalised its recommendations, Subroto 
will forward the results to member gov- 
ernments for agreement. “From there 
on it will be political decision time," said 
Siahaan. 

"The ATPC is not contemplating 
quotas but that doesn't mean we won't 
avoid looking for coordination of pro- 
duction, Opec-style," Siahaan said. 
Subroto, looking back to his Opec ex- 
perience, continued the analogy. “I ob- 
serve there is certainly a very close re- 
semblance between tin and oil . . . the 
two mineral commodities have been for 
the last few years plagued by over- 
supplies, coupled with continuous 
under-demand." 

He added that conservation and new 
technologies, plus the existence of 
major producers outside the producers 
cartel, extended the comparison with oil 
and Opec. "Notwithstanding, I still main- 
tain that tin should be better placed in 
terms of its oligopolistic position," Sub- 
roto said. A significant difference, 
though, lies in the fact that oil can be 
turned off and on more easily than tin, 
which requires a lead time of months to 
return mothballed mines to production. 


he result of the deliberations was 

agreement on two possible scenarios 
for the next year. The first is for a tin 
price of US$5,000-5,800 a tonne (said to 
be achievable if Brazil and China coop- 
erate with ATPC). The second is for а 
price of US$5,800-6,900, achieved only 
if Brazil and China join the ATPC. Con- 
sideration was given to the possible coor- 
dination of members' national stocking 
policies but the concept of a buffer stock 
was completely ruled out. 

The meeting expressed concern over 
continued selling by the US of tin from 
the General Services. Administration 
(GSA) stockpile. An agreement was 
made with Asean producers in 1983 for 
the US not to sell more than 3,000 ton- 
nes a year and to consult with tin-pro- 
ducing countries on disposals. The 
ATPC meeting renewed a plea for the 
US to stick to this arrangement. 

ATPC members placed great store in 
new efforts on the research and deve- 
lopment side and, as of this month, the 
International Tin Research Council will 
come under the ATPC umbrella. Mem- 
bers are also taking back to their coun- 
tries a pledge to urge participation in 
Unctad's discussions on forming an In- 
ternational Tin Study Group. 

Neither Brazil nor China has commit- 
ted itself to joining the ATPC. Brazil's 
excuse was the youth of its tin industry, 
its combination of government and pri- 
vate interests and the need for more time 
to consider the implications of the move. 
"But we feel we'll join sometime in the 
future," the Brazilian spokesman said. 

"As to whether we will join or 
not," said the Chinese representative, 
Wang Tiance, “we need more time to 
get more information about it.” 

— Vaudine England 
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The credibility gap 


Malaysia faces distrust as it tries to rally the ATPC 


here were no public denunciations 

of Malaysia at this year's ATPC 
meeting, nor were any secret motions of 
censure discussed. But Malaysian 
Prime Minister Datuk Seri Mohamad 
Mahathir’s admission in September that 
his government tried to rig the tin mar- 
ket in 1981-82 is a fact many tin produc- 
ing countries are still having trouble di- 
gesting (REVIEW, 2 Oct.). 

“How dare they come to this meet- 
ing?” asked one tin producing execu- 
tive. Another commented that if Malay- 
sia saw itself as still a leader in the 
world, “they are living in the past. 
Others are more realistic and know In- 
donesia and Brazil are more impor- 
tant.” 

Yet everyone, including the Malay- 
sians, came to this meeting stating 
clearly that one cannot change the basic 
direction of the market. “If it is going 
north, you can alter the speed, or make 
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Malaysian tin workers. 


it maybe northeast or northwest. But 
you cannot make it go south,” said one 
delegate. 

What then, is the Malaysian line on 
tin now? In what observers think is a 
positive change (if only because it is a 
change), Malaysia has appointed a new 
minister to look after the tin industry — 
Datuk Lim Keng Yaik, who replaced 
Datuk Paul Lome 0 minister for pri- 
mary industries. Lim, who is a straight- 
talker determined to capitalise on the 
breath of fresh air his appointment 
кары. en strongly for coordination 
on production policies, voluntary stock- 
ing coordination and agreement on a 
minimum price. 

“If they say it is hypocrisy, let it be,” 
Lim told the REVIEW. “It is a new ap- 
praisal, based on experience. It is not 
just words, but action." Lim picked up 


on comments made by his predecessor 
that the tin industry in Malaysia was a 
sunset industry. “We are willing to let it 
set, if only to prove a point," he said. 

The point, Lim explained, is some- 
thing he calls the surplus syndrome. The 
world commodity situation has shown 
that previous notions of cyclical move- 
ments in the market are no longer 
applicable. “Third World developing 
countries involved in the production of 
primary commodities to earn forex for 
development through exports to de- 
veloped countries have, through im- 
proved technology, gone on a mad race 
to over-produce," says Lim. Hence, the 
surplus syndrome. The result of this 
reasoning is a lesson learned about the 
need for cooperation to rationalise pro- 
duction in pursuit of a fair and just 
price. 

Aside from the rhetoric, Lim had 
some concrete suggestions to offer. 
Most important among them 
was the worldwide use of the 
Kuala Lumpur Tin Market 
(KLTM ), “a natural corollary of 
the London collapse." A new 
constitution that is aimed at sec- 
uring international participation 
is expected to be approved for 
the KLTM before the end of the 
year. Key elements of this are 
likely to include the listing of 
prices in US dollars instead of 
Malaysian dollars, some limit on 
daily speculation and the entry 
of both consumers and produc- 
ers to the market. 

Other technical problems 
would remain, according to 
traders. One is that there is no 
facility for hedging on the mar- 
ket. Lim maintains that a futures 
market must wait until the spot 
market is established. Likewise, 
the KLTM contract delivery 
times are currently set at 45 
days, which is considered far too long 
for most traders. 

But a deeper problem remains: that 
of trust. “The success or failure of the 
KLTM depends on the confidence the 
international community can have in 
the Malaysians," said another del- 
egate. "In the light of [Mahathir's] 
statement people wonder if we can trust 
them." 

An industry analyst suggested that 
even if the state-owned Indonesian tin 
firm, Tambang Timah, traded on the 
KLTM, “our buyers might not like it.” 
Subroto diplomatically answered a 
question on whether Indonesia would 
participate by saying: “Why not? It is an 
additional channel.” It was left to Lim 
to maintain that a new era has arrived 
and "there is such a thing as leadership 
by example.” — Vaudine England 
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By Сагі Goldstein in Taipei 


espite a series of measures in recent 
months by the Central Bank of 
hina: (CBC) aimed at slowing the rise 
f Taiwan's foreign-exchange reserves, 
oming exports and the resulting trade 
d pushed the central bank's 
ngs past the US$40 billion mark by 
end of October 
es stood at US$22:56 billion. With 
“current pace of accumulation, the 
erves are projected to hit US$44 bil- 
Поп by the end of this year. 
v "The mountains of cash, though 
perhaps to be envied by the many na- 
ons suffering from the opposite prob- 
т, are raising fears that a round of in- 
ion will be triggered within the next 
г by the huge increase in the money 
y. Under the system of strict 
foreign-exchange cóntrols in effect for 
the past 35 years, all foreign-trade earn- 
ings must, їп principle, be sold to CBC 
for local currency. As a result, Sep- 
tember money-supply figures showed a 
massive 40% increase in MIB (money 
in circulatión plus current and pass- 
book savings accounts) on an an- 











bank's target of 15-20%. 


lyeserves is also creating poli- 
blems. The US Government, 

ady impatient at the slow response 
to its demands for increased market ac- 






"Taiwan to use some. of the money for 
“big-ticket” purchases of power plant, 
ass transit, or other equipment from 


nd a rising chorus of domestic critics 
is hitting the government for its overly 
‘cautious approach to relaxing foreign- 
exchange controls and its failure to use 
the nation's foreign reserves for produc- 
five purposes — rather than letting it 
ает dust and low-interest rates in 
weign banks. nib 


$ 





ions of the situa- 






: “Liang Kuo-shu, 
‘chairman of the board of the Chang 
Hwa Commercial Bank and a former 
; vice-governor of the central bank. With 
the forex hoard already well past 50% of 
aiwan’s gross national product, the 
earest parallel! situation is that of Saudi 
"Arabia during the late 1970s. J 
In early October, Premier Yu Kuo- 
wa - announced new  measu o 
Jiberalise the importation and domestic 
sales of gold. Effective 1 November, 
ted amounts of gold could: 







at énd-1985. re- 








lised basis, far surpassing the central | 


he uncontrolled build-up of the in- | 


ess and tariff reductions, is pressing. | і 


S firms for the 14 major infrastructure ` 


fojects planned by: the’ government... 


Nato: Jariuary-August figures based on Central Bank of China statistics; September 









hing their heads | 














ported, subjezt to a low 0,6% tariff plus 


à 5% value-added tax. Under the new 
system; local iewellers — along with the 
government-owned Central Trust of 
China, which previously had been the 


only authorised gold importer гапа | 


dealer — will be able to buy and sell 
gold. The move is seen as an attempt to 
normalise the already-rampant smuggl- 
ing and trading activities of hundreds of 
jewellery sho»s around the island. 

Yu; who was formerly governor of 
the CBC and remains the dominant 
voice in financial policymaking, had 
long resisted calls for liberalisation of 
the gold market. According to banking 
sources, he was only persuaded to 
change his position because of the 
US$3.34 billion increase in the: for- 
eign reserves in August alone, and 
the. higher-taan-expected September 


MONEY GALORE 


and October figures based on statements by CBC governor. 


money-supply increase. Nonetheless, 
the impact of the change on the reserves 
build-up’ is likely to be negligible. 
Smugglers aad illegal gold deälers are 
expected to remain in business a$ peo- 
ple try to avoid new taxes on: transac- 
tions that previously went unreported. 
















the past 10 months have similarly 
failed to make an impact on the growth 
of foreign reserves. At the beginning of 
1986, several local financial institutions 








domestic funds abroad, and streams of 


"foreign bankers and fund managers 
„рагайев 


thrcugh Taipei with plans for 
he money to work (REVIEW, 23 
However, the response: has 
































REVIEWGRAPH by Andy Tang 


ther meesures instituted by CBC in 





! representative for. Vickers da Costa, a 


initially to have.a minimum redemption 
period of two years, later lowered to six 
months. Even the shorter period left po- 
tential investors with a dangerous 
foreign-exchange exposure. More fun- 
damentally, the steady appreciation 
of the NT dollar — up more than: 896 
against the US dollar since the begin- 
ning of the year — has eliminatéd any 
interest in outward investments. 4 
Another CBC initiative announced 


earlier this year to allow certain local - 


banks to issue US dollar-denominated 
certificates of deposit met a similar fate. 
Other moves by the central bank to re- 
duce the accumulation of foreign re- 
serves included raising the amount of 
funds that each person could legally 
remit abroad from | US$2,5C to 
US$5,000 a year and removing restric- 
tionson to whom it was sent. 

The failure of these measures to even 
slow the build-up has many bankers and 
economists calling for а fundamental 
shift in official thinking: The existing 
system of controls is a hangover: from 
the early 19505 when ап under-de- 
veloped, financially-strapped. Taiwan 
needed to hold on to all the 
foreign exchange it earned. 
There now seems to be little 
justification in denying trad- 
ers the right to hold on to their 
foreign dollars — and to invest 
them at home or abroad as 
they see fit. With the rampant 
black market in currency trad- 
ing already making ап open 
mockery of the controls, critics 
see bureaucratic inertia as the 
chief reason behind the persis- 
. tence of the old system. A 
prominent local banker said, 
"The main problem is the 
bureaucrat’s mentality: 'bet- 
ter to do nothing than risk a 





sponsible for." 

The situation has become 
all the more urgent because of the gov- 
erhment's conservative management of 
the reserves. According to a report by 
the watchdog Control Yuan issued in 
August, 88% of the foreign-exchange 
reserve mountain is held in US dollar- 
denominated notes, spread among 
banks in several major financial centres. 
Banking sources say CBC has lost at 
least NT$25 billion (US$685 million) 
from the US currency's decline against 
the NT dollar. Critics see the same type 
of bureaucratic thinking at work in the 
central bank's resistance to diversifying 
its holdings, despite the sharp fall of the 
US. dollar against other major curren- 
cies. "Everybody. and his mother has 
been trying to sell Deutschemark and 
Japanese yen securities to CBC, but so 
far they have gotten an extremely cold 
reception," said Kate Newman, Taiwan 
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mistake one can be held re- ^ 

















Men and women of distinction always have something rare in common, 
like a Corum watch on their wrists. For instance, the famous Corum Coin 
Watch: a superb ultra-thin timepiece, handcrafted froma genuine gold coin 
($20, 10, 5 or 2.5) split in two with a movement inserted between the two 
halves. A collector's piece sure to become more precious with years. Water 


resistant. In ladies’ versions too MN 
Ян 
c5 
Mw 
CORT IM 
ANd EN WAV 
SUISSE 


Corum watches are on view at the finest jewellers. For information: Tokyo: JAPAN TIME-ART CORPORATION, Tokyo Kintetsu Bldg., 19 Kanda 
Matsunaga-Cho, Chiyoda-Ku, Tel. 253.1331. Hong Kong: SHUI HWA WATCH CO LTD., 50 Des Voeux Road C, Tel. 5-236447. Singapore: SHUI HWA 
JEWELLERY CO LTD., 02-112 Far East Plaza, 14 Scotts Rd., Tel. 7374240. Kuala Lumpur: WOO HING BROTHERS SDN. BHD., G31 Kuala Lumpur 


2419420. Jakarta: LIBERTY WATCHES & JEWELLERY, G42 Ratu Plaza, Tel. 711998 


Plaza, Tel 
Corum, 2300 La Chaux-de-Fonds, Switzerland 
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Behind this succe 


When we developed The Peninsula. Hong Kong in the early twenties, it was a marketing breakthrough. 

Its founders saw clearly the need for deluxe accommodation in Hong Kong and responded by 

selecting the territory's prime location and spared no expense in construction and features. 

This year, history repeats itself 

The new 740 room Kowloon Hotel, standing proudly behind The Peninsula, Hong Kong is another breakthrough. 
Built with the business traveller in mind, The Kowloon Hotel offers superior accommodation with 

the latest in-room communications technology. 
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55 stands another 


We are committed to providing the best service to travellers worldwide. We made that commitment with 

our first hotel, The Peninsula, Hong Kong, and we continue to honour it with our latest, The Kowloon Hotel. 
In fact, we live up to our commitment in all Peninsula Group hotels, from the deluxe Manila Peninsula 

to the spacious Garden Hotel in Guangzhou and the highly-acclaimed Jianguo Hotel in Beijing, 

Rather than rest on its laurels, 


The Peninsula Ee understands that it is The Peninsula Group 
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Steering Wheel Vibration Equivalent Noise Level 


ám Full-Floating Virtually non-existent, at Driver's Ear 


: elevating comfort to a new Drastically reduced by 
Power Train all-time high. sound-absorbing materials 
po * indicates maximum vibration level of the whee and comprehensive engine 


design. 


culated accord 


і 








The forklift designed 
for greater comfort, less vibration. 


Toyota, the leader 
in innovation, creates a 
revolution in the forklift industry. 
The revolutionary new 1-3 ton engine 
powered series forklifts; maximum-performance 
vehicles designed for maximum-operator comfort. 
A full-floating power train practically eliminates vibration. Advanced 
engineering "floats" the entire engine on a cushion of rubber, with no direct 
attachment to the frame. Surrounding main engine parts also vibrate freely, 
drastically reducing structural vibration. Rubber seeling on engine hood and 
floorboard, and sound-absorbing materials, all add up to the many innova- 
tions that raise Toyota's new series' comfort level far above other forklifts. 
Also exclusive to the 1-3 ton series is the 3-litre 1Z direct injection 
diesel engine. Delivering greater horsepower and less fuel consumption. 
Increased performance, increased comfort. 
But don't just take our word. Take a test drive ard feel. 
Toyota's new 1-3 ton series forklifts are in a class by themselves. 
Comfort-class. 


Toyota Introduces 
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my A00rpm 


15 PS [02-58025 
57 HP/2,400 грт SAE NET) 


02-5FD25] 
114 t; min 


200 


Now the job gets done faster 
than ever. 


Engine Horsepower 
The new 1Z diesel engine 
delivers more power, more 
efficiency. 





SEC. 


km/h 
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4,400 165 (12.1 mile/h) 
Max. Drawbar Pull Max. Travel Speed 
Scales inclines hauling a full Work cycles are sensi К 
load, easily. increased for greater 


efficiency. 


A decision you can be comfortable with. 


Maintenance 

Integrated monitoring centre, easy access to parts. 
Inspection and servicing amazingly easy. 
Durability 


Overheating "fail-safe" system, rigorously tested; built 
rugged. 


I 

1 

Service Network 

; Extensive. After sales support in almost every country 
t inthe world. 


|; Reliability 

' Design priority no. 1 — ensuring operator safety 

, through Toyota reliability. 

| Wide Variation 

! Even greater productivity and comfort available with a 
wide selection of models. 
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TOYOTA 


HONG KONG: CROWN MOTORS LTD. TEL: 5-622226 
INDONESIA: PT. TRAKTOR NUSANTARA TEL: 495475 

MALAYSIA: UMW INDUSTRIES (1985) SDN. BHD. TEL: 03-5591201 
PHILIPPINES: PHILIPPINE FORKLIFT CENTER, INC. TEL: 819-09-06 
SINGAPORE: UMW EQUIPMENT SYSTEMS PTE. LTD. TEL: 2653155 
TAIWAN: HO-TAI MOTOR CO, LTD. TEL: 5612121 

THAILAND: TOYODA (THAILAND) CO.,LTD. TEL: 246-4164 

And distributors around the world. 


02-5FD25 


T- CLASS" 





"28:1. „ 






Business 
Travels 


With The 
Review 


When it comes to reaching 
Asia’s frequent business 
travellers, the Far Eastern 
Economic Review offers you 
the most mileage. 





At present most of the 
world's leading airlines with 
routes in Asia use the Far East- 
em Economic Review regu- 
larly as a primary advertising 
medium. Why? The answer is 
simply because the Review 
reaches the highest audience 
concentration of heavy fre- 
quent independent business 
travellers of any regional pub- 
lication in Asia today. And 
does it more cost-efficiently. 


If you'd like to know more 
about our frequent business 
travellers, write on company 
letterhead and we'll be glad to 
send you a copy of the latest 
1986/87 6 City Media 
Phase from the INTRAMAR 
STUDY independently con- 
ducted by International Travel 
Research Institute. The facts 
speak for themselves. You'll 
see how well-travelled we are. 


Address your inquiries to:— 
Elaine Goodwin, 
General Sales Manager 
Far Eastem Economic Review, 
G.P.O. Box 160, 

Hong Kong. 
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J ust as the tangram egg can be 
reconfigured to create hundreds of 
very different birds, Nixdorf СОМЕТ® 
can be adapted to create hundreds of 
different business solutions out of one 
basic idea. 

COMET® draws on an extremely 
large number of parameterised mod- 
ules which can be matched to all 
kinds of business for financial ac- 
countinc, order processing and 





invoicing, stock control, purchase 





order processing, production control, 
payroll, fixed asset accounting and 
cost accounting. 

COMET® can also be used for 
general tasks, such as word process- 
ing, graphics, data analysis, and en- 
quiries. It is perfect for international 
companies because it is fluent in a 
wide variety of languages and adapts 
easily to different currencies, fiscal 
regulations and local laws. It also has 
an uncanny ability to adjust to differ- - 





The magic 


of Nixdorf COMET” 


ent operating procedures, accounts 


more productive, while giving them 





- Please send me further information about Nixdorf COMET* 


structures, report formats and form even more freedom and more control. i 














layouts. Nixdorf Computer (S) Pte. Ltd. і ЕЕ i 
Because of its adaptability, COMET® Regional Office Asia Pacific В сада 
is already installed іп тоге than 120 4- 07-01 NOL Building pii 


different types of industry. There are 
over 40,000 COMET® modules in use 
worldwide, supporting over 130,000 
workstations, providing decentralised 
control without sacrificing head-office 
information requirements. COMET® 
helps managers to be more creative and 


456 Alexandra Road, Singapore 0511 
Tel.: 274 11 00, Telex: R8 557 00 NIXREG 


Australia, Tel. (02) 4 39 54 77; Hong Kong, Tel. (05) 20 22 22 
Indonesia, Tel. (021) 3 80 09 00; Japan, Tel. (03) 4 400351 
Korea, Tel. (02) 7 35 01 31; Malaysia, Tel. (03) 6 2603 62 
New Zealand, Tel. (09) 39 98 66; Singapore, Tel. 274 1100 
Sri Lanka, Tel. (01) 57 55 45; Thailand, Tel. (02) 2 36 72 93 





Nixdorf Computer (S) Pte. Ltd., Regional Office Asia Pacific 
# 07-01 NOL Building, 456 Alexandra Road 
Singapore 0511 — Tel.: 274 1100, Telex: RS 557 00 NIXREG 


NIXDORF 
COMPUTER 





The Difference. 
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Celebrate 


It's the first thing you'll 
notice about the Hotel Sari 
Pacific. The natural spirit of 
friendly Indonesian 
hospitality. Warm and 
captivating. 

And, quietly in the 
background, international 
standards underline 
everything we do. For a 
refreshingly different style of 


WOO om mS 





atmosphere and value. 
Right in the heart of 


Jakarta's Central Business 


District. With 500 spacious 
airconditioned rooms, first 
class comforts, luxurious 
restaurants. 

It's where you'll feel at 
home. And it makes a very 
welcome change. 


Hotel fori Pacific 
The hotel with beari e Jakarta 


Jalan М.Н. Thamrin 6. Р.О. Box 3138 Jakarta 
Tel.: (021) 323707 Telex : 44514 HTESARI IA 
Fax No.: 323650 


For reservations and information, please call 


Sydney, Australia (02) 264-1122 
Singapore 296-8678 
Hong Kong i5) 891-1391 
Tokyo, Japan (03) 214-3001 
London, U.K (01) 491-3812 
Los Angeles, U.S.A (ROO) 663-1515 


British Airways Asociate Hotel 
K.L.M. Golden Tulip Worldwide Hotel 
Concordia. 


ЭЭ PAN PACIFIC HOTELS 


An Ocean of Hospitality 





WWE Kojo Tanaka BCL 


The 


Giant Panda 
needs your help 
tO Survive 


NCE every eighty to a hundred years the 

bamboo forests in China's Sichuan 
Province, burst into flower and then die off. And 
that's bad news for the Giant Panda, which 
depends for its survival on huge amounts of 
bamboo. ` 

But that's just one of the problems facing the 
Panda. 

To ensure that it has a future it is vital to 
preserve the complex ecosystem in which it 
lives, to carry out research into its dietary needs 
and investigate possible alternatives, to discover 
the reasons for its low reproduction rate, to 
study the problem of internal parasites all these 
factors and many more which threaten its 
survival. 

Recognition of the urgent need to solve these 
and other problems has resulted in a unique and 
historic partnership between WWF and the 
People's Republic of China 

WWF has agreed to contribute US 
$1,000,000 towards a total of about US 
$3,000,000 needed by the Chinese Govern- 
ment to mount a major Panda Conservation 
Programme. This includes construction of a 
research and conservation centre in the largest of 
the Panda reserves — Wolong Natural Reserve in 
Sichuan Province. 

A team from WWF, led by the distinguished 
ecologist Dr. G. Schaller, is already at work in 
Wolong together with top Chinese scientists 
under the leadership of Professor Hu Jinchu. 

The Giant Panda is an endangered animal. 
It is also the symbol of WWF's worldwide 
conservation efforts to save life on earth. 

But WWF needs money ~ your money. 


Please send contributions to the WWF 
National Organisation in your country or direct to 


WWE International, 1196 Gland, 
Switzerland. 


WORLD WILDLIFE FUND 





WWF ack 






wledges the donation of this space by 
ar Eastern Economic Review 
Advertisement prepared as a public service by Ogilvy & Mather 
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the Future 


“When the future of those you care for 
depends on your work, 
you give - above and beyond!" 


Responding to the Challenge 
Lavi—next generation fighter 
for the Israel Air Force. 

.By ТАТ. Because we had to— 
therefore we did. 


Pursuing Perfection 
IAI. In three decades, growing to 
a leadership position in aircraft 
and defense systems. 

For Israel...and for export. 





...Still More 

IAI builds boats, armored cars, 
gun systems. Inertial navigation 
systems. Aircraft landing gear 
and turret hydraulics for tanks. 


Aircraft Maintenance 

IAI services international airlines 
on four continents and is certified 
for maintenance and overhaul of 
civil and military aircraft. 


Defense Systems 

For air, land, sea..:in cooper- 
ation with the Israel Defense 
Forces, IAI produces a full range 
of electronic equipment and 
Missile Systems such as the 
Gabriel and Barak. 





Aviation Expertise 

Astra, Westwind | and 2, 
contenders in business aviation. 
And the U.S. Navy Aggressor 
Squadron's F-21A Kfir multirole 
fighter—exemplify IAI excellence 
in aviation. 





Total Concept 

From preliminary studies 
through full after-sales support. 
IAI sees to each detail. 
Maintenance, components, 
spares, service, training— 

what is needed, when it's needed. 


4. 


Ф ДД 1 Featuring the Future 
ISRAEL AIRCRAFT INDUSTRIES LTD 


Ben Gurion International Airport, Israel. Tel: (3) 9713111. Telex: 371102, 371114 ISRAVIA. Cables: ISRAELAVIA. 
New York: Israel Aircraft Industries International Inc. Tel: (212) 6204410. Telex: 230-125180 ISRAIR. 
Brussels: IAI European Marketing Office. Tel: (2) 513455. Telex: 52718 ISRAVI B. 
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less 1S best on When you fly to Canada on 


! а our Royal Canadian Business 
a cae Class, ill find a busi 
our business class i: 
to Canada s" 


More comfort in our wider 
seats. As well as a lot more 
individual attention from our 
experienced and friendly flight 
attendants. 


Canadian Pacific Air Lines 
offers businessmen still more. 
Fast, non-stop flights. Separate 
check-in. Priority baggage 
clearance. And more than 49 
destinations across Canada. 


And you can connect with our 
non-stop flights in Hong Kong, 
Tokyo or Shanghai. 


Call your travel agent or 
Canadian Pacific Air Lines 
for more. 


Canadian Pacific E Air Lines 


For reservations call Bangkok 2511393 * Delhi 353144 * Hong Kong 227001 * Jakarta 325086 * Karachi 510728 ° 
Kuala Lumpur 425654 * Manila 898531 * Shanghai 376422 * Singapore 222-1977 * Taipei 505-5030. 














The Style 


More difficult to acquire than to afford. 
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landmark US court decision in Sep- 
ber has added significantly to 
the legal arsenal available to protect 


lornia court has ruled 






СОТ ip's “microcode” can 
be copyrighted in the same way as the 
chip design itself. 

гап increasing number of 
Asian nations bow to pressure (mainly 











copyright laws, US producers are confi- 
dent that sales to Asian subcontractors 
and assemblers of electronic equipment 
will rise substantially by 1990. 
(4| In anticipation of increased Asian 
2o ales following the: court; decision. — 
ү coupled with the negative feeling sur- 
rounding the recent US-Japan semicon- 
ductor agreement (REVIEW, 9 Oct.) — 
more medium-sized US microchip’ de- 
signers. and producers. are expected to 
set up operations in, South Korea, 
Taiwan; Singapore and Hongkong in 
the next few years. Analysts say the los- 
ers will be Asean members which have 
tried to break into the electronics export 
market, largely through low-end pro- 
ducts in export-processing zones, but 
lack the technological expertise to fabri- 
cate chips and assemble on their own. 
Medium-sized US assemblers which 

use these chips have already begun to 
г move some of their operations to the re- 
gion, and the trend is likely to acceler- 
| ate. Industry experts say that two to five 
firms a month have been announcing 
.| plans to start component assembly in 
* |. Asia within the next few years. 

The copyright case was brought by 
ntel Corp., a hi-tech chip designer and 

du i the; Japane і 















"intellectual property" in the microchip: 


frome the US) and enforce existing: 








; Fo companies such as Intel, which 
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THE SINCEREST 
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NEC Corp. which has substantial assets 
and sales in the US. Intel claimed NEC 
had-stolen its microcode for the central 
processing unit for. IBM-compatible 


personal computers. The microcode isa 


i 
sophisticated read-only-memory type of | 
processing code which is the key to mov- 
ing data around a microchip: | 

While Intel's claim, which NEC de~ | 
nies; has not yet been determined, the | 
more important issue facing the court | 
was whether the microcode itself could | 
be copyrighted. In the past decade, de- 
cisions had been made on software 
copyright and overall chip design, but 
never on the microcode itself. | 

The importance of protecting intel- 
lectual property has become almost an | 
obsession with firms such as Intel since | 
the computer boom of the early 19805 | 
fell into the doldrums during the past | 
two years. Many technologically “front- | 
line" companies based im California's | 
Silicon Valley have fallen on difficult | 
times as à result. of the slump, and can 
no longer afford to ignore the large po- 
tential revenue being siphoned away by 
unlicensed Asian copiers. William Wil- 
son, IBM's general manager for South- | 
east Asia, estimates that "well over 
0531 billion a year is flowing out of 
Asia to the rest of the [world] markets." 


invests “literally man-years," ac- 
cording to company officials, to develop 
top-of-the-line codes, the revenue earn- 
ed from above-board licensing agree- 
ments with other producers is crucial. 
Intel reinvests about 33% of its annual 
sales inresearchand ило 

; Unlicensed co 





| verse engineering, a process which can 
| take more than a year to complete fo 


| working to replicate its functions. The 
| visitor was hurriedly ushered out. 


| tract with the firm over one mierochip it 


| preferences usually mean: companies 


| through customs unscathed: When th 
| are found, customs needs to determine 
| who the manufacturer is and then inves 


| bring to court and which to ignore. No 


| such as with recent Intel. 


| ficult — and more difficult to market. 


higher-logic chips. One manager of 
US chip producer told the REVIEW of 
recent visit to a leading South Korea 
electronics producer when he wanderec 
into a room where a sophisticated ch 
design was projected on an entire wall; 
with a group of engineers feverishly | 















Producers say they are quite satisfied 
when subcontract or joint-design agre 
ments are forged with Asian companie 
But even then problems can develop. 
National Semiconductor of the US has 
brought a major Taiwan firm to cour 
for allegedly going beyond its con: 











is licensed ‘to produce. These agre 
ments are often breached but the. r 
turns after pursuing a court case can be. 
minimal. so they are frequently over- 
looked. The unique element іт the Na 
tional Semiconductor case is "how ag: 
gressively they have enforced the terms 
of the contract," according to one of thé & 
company's US competitors. 

Taiwan passed its copyright prov 
sions at the end of 1985 and the Philip- 
pines, Hongkong. Japan; South Korea 
and Thailand also boast intellectual 
property protection. But legal-system: 
























would rather bring court actions.in the 
own countries than in the country of the 
offending party, as in the case of Inte 
That usually requires the target to be à 
He firm with US assets and-sales. | 
ost unlicensed clone chips їп Asian» 
made and US-bound computers make it. 

































gate overseas. IBM has taken the unusual 
step of helping train Asian customs offi- 
cials in ways of tracking down compo- | 
nents which may be unlicensed clones 
Companies tend to be highly selec- 
tive in choosing which. violations. t 





mally there are two criteria: either ther 
is a critical market worth protecting, 
the case would become à landmark 
An executive 
of Apple Computers, which recently 
opened a regional marketing office in 
Hongkong, says: "If we spent all th 
time necessary to fight the clones, we 
would not have any time for marketing. 

The complexity of new unique fun 
tion designs will make cloning more di 


without appropriately licensed compo: 
nent parts. As this happens, sources 
say, producers of unique chip designs 
will seek out production. facilities in 
Asia where more of the final-product 
assembly will take place. The result will 
һе a consolidation of the industry around 
larger firms which entered the chip mar- 
ket through ‘cloning, but have grown: 
large enough. to become каше: li- 
censed p ducers o th 
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ву Jose Galang in Manila 


5 a public-utility, Philippine Long 
Distance Telephone Co. (PLDT) is 
omewhat apologetic about the record 


ry's economy continues to stagnate — 
he more so now that it has been re- 
ealed that former president Ferdinand 
arcos was one of the largest share- 
Эдет in the company. Yet the com- 


ang as fast as it should, owing to govern- 
ent controls on foreign borrowing 
ich it. needs to expand its telecom- 
nications network. 
PLDT dominates the 58-company 
elephone industry in the Philippines, 
ccounting for 93% of the more than 
‘telephones installed nation- 
the immediate beneficiary 
crease in telephone traffic. Its 
network of 96 central offices spans 
‘Metro-Manila and 111 other cities and 
municipalities across the country. The 
‘bulk of its revenues come from toll fees 
nlong-distance telephone calls. 
"During the political crisis early this 
car — from the run-up to the presiden- 
ial election on 7 February to the army 
ebellion that precipitated a change in 
government оп 25 February — PLDT 
earnings from long-distance calls rose in 
ne with popular anxiety. That unusual 
surge in demand service helped push 
:total operating revenues in the first half 
- of 1986 to P2.97 billion (US$146.3 mil- 
chon), an increase of 34% from the same 
périod in 1985. Net profit, aided by 
lower debt-service payments, went up 
30396.to P849.6 million (after pre- 
erred dividends). 




























The Marcos 


it big ncrease in PLDT profits as 
t more of the government's 
tion of a block of shares in the 
mpany than a true upturn in business. 
"The Presidential Commission on Good 
Government. (PCGG), set up. by 
Aquino soon after she assumed the 
presidency as an agency to ferret out 
and retrieve for the government any as- 
sets acquired illegally by Marcos and his 
relatives and cronies during his incum- 
bency, sent an 80-member task force to 











Marcos owned a large: chunk of the tele- 
hone firm. D 


Bad news is good news 


| Philippine Long Distance Telephone set for profit surge 


rofits it is chalking up while the coun- | 


Analysts now project PLDT's net 
profit for 198€ to reach P.1.3-1.8 billion, 


| compared to P778.97 million in 1985. | 


operaning revenue is seen to hit P5.5- 
6.2 billion, from P4.72 billion a year 
ago. Interest payments, which in 1985 
ate up 35% of revenue, are estimated to 
fall this.yeéar to about P1.55 billion, or 
about 25% of revenue, But Marcos will 
get none of the benefit of this as the gov- 





“pany also feels that it has not been grow- | 


ernment has seized his effective 12% 
stake in the cempany. 

Because PLDT is widely perceived 
as an inefficient utility, its recent ster- 
ling performznce has exerted pressure 
on the company. Towards the end of 
October, the telephone company an- 
nounced a 10% reduction in monthly 
rates for residential subscribers. The 
move follows an earlier 35% reduction 





PLDT after getting information that. 


in its rates for overseas calls from the 
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REVIEWTABLE by Andy Tang 








Neither move, however, is expected 
to have any major impact on PLDT's 
profit, as the rate cuts were the result 
mainly of savings the company realised 
on its own costs. While the firm has 
307,000 residential subscribers, they ac- 
count for only.a small portion of total” 
revenue, 
Nonetheless, the record gains now 
shaping up should serve as a timely tri- 








































bute for the Filipino group which marks. 


in 1987 its 20th year at the helm of the 
telephone company. PLDT was origi- 


‘nally established in the US state of 


Nevada in 1905 as Philspine Islands 
Telephone and Telegraph Co. by Amer- 
icans John Sabin and. Louis GN 
was registered under dos acu laws i 
1928, rise ne. acquic 








nics Corp. 


In 1967, in preparation for the sched: 


uled termination of | the Laurel- 


Langley Agreement between the Philip: t- 


pines and the US (which granted parity 
rights to either country's business 
groups), the US owners of PLDT sold 
out to a Filipino group, the Philippine 
Telecommunications Investment Corp. 
(PTIC) headed by Ramon Cojuangco.” 
The utility, which at the time. had 
156,180. telephones. in service, was 
bought for US$16 million. 

A major achievement by PLDT was 
its acquisition in 1981 of Republic Tele- 
phone Co., which at the time was the 
second biggest telephone company in 
Metro-Manila. Today, PLDT has two 
wholly owned subsidiaries: PLDT Ag- 
ricultural Corp., which produces rice 
and corn, and Filphone Management 
Corp., which manages and operates a 
2,000-telephone system in northern 
Luzon put up with Japanese aid by the 


government's Bureau of Telecommuni-- . 
of . 


cations. PLDT also owns 41% 
Filipino Telephone Corp., a provincial 








393,420 shareholders, with very few 
owning blocks of more than 10,000 
shares. Of the outstanding capital, 94% 
was owned by Filipinos and 5% by 


r AA 26.3% of outstanding capi- 

was owned by PTIC, a holding com- 
m originally. owned by members of 
the Cojuangco family and other direc- 
tors of the utility when the Filipino 
group took cver. However, the PCGG 
discovered that the ownership structure 
of PTIC had changed to 46% held by 
the Cojuangco family, 8% by PLDT 
chairman Alonso Yuchengco and 46% 
by Prime Holdings Inc. 

Marcos has been identified as benefi- 
cial owner of Prime Holdings. A former 
business associate of Marcos, Jose 
Campos (who is also the controlling in- 





Anc.); told tae PCGG that he had. or-- 
anised P Holdi M 





Americans. The biggest single block, | 


terest in the vast. United Laboratories | 





The PCGG task force swooped on 


PLDT offices in April and at one time | 


were issuing instructions even on re- 
leases of cheques to suppliers. 

PLDT's creditors, upon learning of 
the sequestration proceedings, started 
invoking certain of their loans requiring 
the telephone company to pay im- 
mediately the debts should there be a 
change in management. If the manage- 
ment takeover by the PCGG had been 
made official then, that would have 
made some US$550 million in foreign 
obligations payable immediately. At 
the time, the government was just start- 
ing to talk to the country's creditors 
about à new economic assistance pro- 
gramme, 









n agreement was worked out with 
the PLDT officers that led to the 


seating of two PCGG. representatives 
the PLDT board — Benjamin Gui 





—| 


| 
| 





















iciephone company, and 18%. of 
Domestic Satellite Corp., which carries 
voice and TV. transmissions for local 
users. 






* 1984 after serving as PLDT preside 
from December 1967, was a cousin o 
Philippine President Corazon Aquino 








lection, he was 
esident and 





o-revenue ratio 
| highest among cof- 














ea р 
: debt-to-equ 
with lon totalling R11. 76 


est of any local corpo- 


e loans 


ernment negotiations with the country' s 
creditors. 26 September, PLDT 
reached сео with some 70 bank- 
creditors on. the 

US$171.8 million worth of borrowings 

due between October 1983 (when the 
; Philippines declared а moratorium on 

debt repayments) ahd December 1986. 

The debts, less 20% which was paid im- 
mediately; were rescheduled for five 
years, including a two-year grace 
period. The first payments will be due in 
June 1988. 

The Philippine moratorium on debt 
"epayments — and hence, borrowings 
— since 1983 has forced PLDT to fi- 















Ramon Cojuangco, who died in May 1 





(née Cojuangco) ‘and оѓ Eduardo. | 
Cojuangco, one of the prominent busi- 
nessmen who became closely ssociated |. 
with Marcos. Ramon Cojuangco's ѕоп. 


er, had a high 5.65: 
апар at end-1985, 


is debt burden is. 
^st fa: during z 


rescheduling. of 









| is expansion and im- 
provement ramme “out of profits 
and from funds which would otherwise 
have been used to make repayments of 
, foreign-currency debt to its creditors.” 
‘The standstill effectively prevented 
PLDT from drawing credits still avail- 
| able to it: Also, government controls on 
domestic liquidity curbed access to local 
,Ccredit sources. 


nance i 




















help finance three expansion projects it 
1 has оп stream. Its so-called “X-4 Pro- 
ject" (designed to upgrade local tele- 





‘communications facilities and technol- 


ogy into modern, computer 
tems).is nearly completed г at 
some P16.9 billion. The beneficial ef- 
| fects of the programme, started in 1978, 
were felt during the surge in demand 
early this year, The expanded capacity 


NATE лаза зга зал тан 
Stockmarket bonanza: page 136 
Facing the future: page 136 
REE TERRA 


‘helped PLDT accommodate a: bigger 
volume of traffic than could have been 
carried by the old equipment. 

The other major projects involve 
PLDT's participation in the US$770 
million Transpacific Lightwave .Sub- 
marine Cable Project, which will:tink 
the Philippines with North America via 
fibre-optic cables. There are actually 

two projects: the upgrading of the pres- 

ent coaxial-cable link between Asia and 

Hawaii into fibre-optic cables and its ex- 
tension to California, and the Guam- 
ирите cable. 

2 PLDT's participation in the trans- 

Pacific cables will involve investment of 





Bank investment arm, the International 
Finance Corp., and from the US Ex- 
port-Import Bank, Overseas Private In- 
vestment Corp. and Private Export 





gona and Mario ours The PCGG 


; Aquino ventions ambassador to 
Peking. Cojuangco was elected presi- 
dent at the. June shareholders meet- 
ing. 

One of the PCGG representatives in 
‚(һе PLDT board now heads an audit 
committee looking into alleged ir- 

regularities i in the company's operations 
as listed in a report by the now-dis- 
banded task force. Among the activities 
being investigated are PLDT's foreign- 
exchange balances abroad, said to be in 
non-interest-bearing accounts: Some of | 
the PLDT officers’ relationships with 








F company Suppliers are also being 
obed 

















PLDT needs foreign borrowings to 


US$102. million. Financing of that has- 
already been secured from the World 
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Loan Corp. The projects, sc 
Бе undertaken in 1987-89, will “help 
PLDT wean itself away from satellite 
facilities, and will result in a reduction 
of PLDT costs on long-distance calls. 


отаке advantage of these improve- |: 
ments, PLDT needs foreign-exchange |. 


credits to up-grade its land-based 


facilities. The follow-up for the X-4 Pro- |: 





ject also calls for the installation of up to | 


350,000 telephone lines over the next 
five years. However, given current gov- 
ernment constraints on foreign credits, 
PLDT fears it will not be able to meet 
the programme targets. Already the 


трапу is saddled with an unfilled |. 


backlog of 150,000 applications for tele- 
phones. 


А" Samson, PLDT's first vice- 
president, says that despite the 
company's already high debt burden, it 
still enjoys a good credit rating. For the 
expansion projects, “we even have to turn 
away creditors and bankers" because of 
the government clampdown on foreign 
credits. The PLDT officer sees the cred- 
it situation beginning to ease by 1988. 

Fi ing of PLDT operations last 
year was limited mainly to internally 
generated funds while the government 
was negotiating with the commercial 
banks. for rescheduling of maturing 

ans. In the period 1981-84, PLDT bor- 
wings rose from P1.9 billion to P3.9 


PLDT: decline in annual expansion figures. 














billion, representing 82% and 79%, re- 
spectively, of operating capital. In 1985, 
this share wert down to P82.5 million, 
or 23% of working capital. 

"In 1985, urne revenue amounted 
to P4.7 billion, of which 61.890 (or 
P2.9 billion) came from foreign traffic 
and 38.3% (or P1.8 billion) from local 
service. In the first half of 1986, toll'ser- 
vice generated close to P2 billion (6795 
of total revenues), which represented 
an increase of 51% over the corres- 





ponding volume in the first half of 1985. 
Revenue from domestic service rose 
10% to P993 million, or 33% of total 
turnover. 
PLDT's franchise, which extends ор 


'to the year 2003, covers essentially the 


operation. of the telephone lines and 


network. In line with deregulation of. |. 


the terminal-equipment business in 
other countries, the local regulatory Na- 
tional Telecommunications Commis- 
sion has also defined PLD'T's franchise 
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paid subscription, and a new survey of Review 
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Review subscribers are primarily top manage- . 


ment individuals who travel frequently, make key 


decisions for their companies and wield enormous 


purchasing power. 
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ated an estimated P500 million equity 
contr 











to exclude the supply of handsets and 
other terminal equipment. 

However, a decree signed in 1973 by 
Marcos authorises PLDT to require | 
subscribers. to invest in the company's | 
shares to help defray part of the cost of 
the equipment. For single-line n 
tial subscribers, the investment: 
P1,800; for single-line business. lines. 
P3,500. The investment is in 1095 
cumulative convertible preferred stock. 
Until 1985, the. programme had gener- 











ibution. The decree allows PLDT 
ire su criber investments of up 
telephone lines, 

fines as “the cost 


сав to nike the 
he figure rises to. around 
оар to PLDT offi- 


expected turnaround in the eco- 
“nomy — from contraction in 1984 
and 1985 to slight growth this year. and 
projected growth of 6-7% а year from 
1987 onward — should boost PLDT's 

own.operations. Long-distance call vol- 
ume.grew by 3% in 1985 despite the 
general economic recession. The surge 
ит volume in the early months of this 


; economic recovery to the. point. where 
multinationals will 


«cars and other vehicles where telephone 
“calls are required, the new service is ini- 
tially estimated to cost about P2,000 in 


Scriber and the decision-maker [on sub- 





_ staff; and operations, the core of the 





year owing to political uncertainties is 
expected to continue, albeit at a slower 


| 
| 
i 
| 
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pace, because of the interest shown by | 
foreign investors in setting up opera- 
tions in the Philippines. 

According to Antonio Cojuangco, 
PLDT has set. its focus on “being 
able to extend the kind of communica- 
tions service that will really assist in this 






feel comfortable. 
with the system: A relatively new com- 
munications technology, the cellular. 
mobile telephone system, will be intro- 
duced.in Manila next. year. For use in - 


Cojuangco recéntly reorganised top- 
level.management in the company to 
"shorten the distance between the sub- 

















scribers' requirements]." He regrouped | 
corporate operations into three major 
divisions: development and expansion, 
which looks at operations planning. 
facilities planning and construction; fi- | 
nance and administration, the support 


















business, which. handles all operations | 
pertinent to corporate dealings with the 
subscriber. The regrouping is a shift | 
away from the five major divisions 
adopted only in^1983, when Ramon 
Cojuangco's, protégé Oscar Africa took 
over operations. Africa was left out of 


that under the previous corporate set- 






PLDT will try. to remove the percept 


that doesn’ t.care about the small sub- 










the Сода line- -up in. 
meeting. 
The reorganisation was ` prompte 
largely by initial results of a surve 
among PLDT subscribers of their p 
ceptions of the utility. Samson, wh 
supervises the continuing survey, s 


up, "the sense of accountability was lost | 
because we were too specialised. Sub- 
scribers’ problems sometimes ended up. 


An three tables and fell between chair 


organisation. s. fully implemented 
PLDT's territories will be divided int 
specific grids, For each of these, on 
person will be appointed and *his o 
aim in life will be to make the subscrib 
ers in his area happy." Samson says. 


that PLDT “is a profitable monopoly. 


scribers.” 

From 1976-85, PLDT posted an ar- 
nual average. expansion of 5.8% in th 
number of telephone sets. in service 
However, the rate has fallen from 5.595 | 
in 1982 to only 2.6% in 1984 and 3.7*5 i 
1985 The slowdown may have adversi 
effects on the government programm 
to. expand telecommunications servic 
to rural areas. At present; some 80% of 
the total number of telephones installed 
are in. Metro-Manila, where business 
are concentrated. 
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|nvestors rummaging through the Phi- 
tockmarket . disaster area 
ear — following more than 
s of recession — would have hit 
а bonanza if they. put their. money in 
T shares. A minimum board lot of 
hares on the Manila Stock Exchange 
on 21 February, or the day before the 
military rebellion; would have cost 
P2.050 (US$101y. On 30 October, that 
ime lot was worth Р 14,875, an in- 
crease of 62675. | 
From a low of P37 in January, the 
price of PLDT common stock rose to 
P297.50 as at 30 October, with a peak of 
P307.50 on 17 October. The telephone 
utility isone business enterprise that has 
substantially benefited from the fall in 
*Tocal inflation and interest rates. The 
"company is also authorised to pass on to 
"dts subscribers any loss in the peso ex- 
"change rate. 
















nfidence in the economy. following 
е change in government in February, 
rekindled investor interest in the Philip- 





These fundamentals, plus a whiff of | 







Earnings р pers share 
(Ass ‘at the beginning of. 
orat the: bur, theissue, ай com 
preferred: Socks ar? converted to 
*: соттой stock.) 
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pine stockmarket. PLDT, in particular, 
has been further boosted through buy- 
recommenda:ions from major invest- 


ment houses abroad. 


James Capel & Co. of London said 
that. with the change in government the 
Philippines “re-entered the orbit of in- 
ternational investment." While world 
markets мег looking fully valued, it 
said in ‘a June 1986 report, the 
Philippines looked "distinctly cheap." 
It cited specifically the 1985 price/ 
earnings ratio of 1.3 for PLDT and 8.5 
for San Miguel. James Capel recom- 
mended PLET and San Miguel as foun- 
dations for portfolio investment in 
Manila. 

;. James Capels analysts. project . 
PLDT's net profit to reach P1.3 billion 
this year, on estimated revenues of 
P5.42 billior. Further increases of 38% 
in 1987 and 28% in 1988 in PLDT's net 
profit are also projected by the London 
investment house, which based its bul- 
lishness on estimates that the telephone 
firm's average interest rates of 1396 in 


1985 would fall to 10% this year and 9% 
and 8:596 in 1987 and 1988 respectively. 
Revenue demand growth is forecast to 
grow 15% this year and 12% in the next 
two years. 

Vickers da Costa, though tracing the 





` increased telephone activity.to the Feb- 


ruary revolution “and therefore to some 
extent of exceptional nature, “nonethe- 
less forecasts a 32% jump їп revenues 
this year to P6.22 billion and a 215% 


. growth in net profit to P 1.87 billion. 


First. Pacific Securities Philippines 

. Inc., on the other hand, notes that 
PLDT's virtual monopoly of the local 
telephone market, RES. with compe- 








tional interest rates augurs well fofthe 
firm's debt-service capacity. More th 
90% of PLDT's debts are denominat 


bank offered rate. . 

The current cash dividend rate of 
P1.25aquarter, or P5a year, on PLDT 
common shares is not expected to 
change in the near future. That puts 
PLDT's cash-yield rate at around 2% 
compared with about 13-14% at the 
start of the year. Е 

During the past 10 years, the quan- 
tity of PLDT common shares traded on 
the local stockmarket ranged from alow 
of 250,000 іп 1977. 10а high of 2.5 mil 
lion in 1983 (when capital flight was 
heightened by political. and economic 
crises at the time); representing 3.06% 
and 15.05% of the company’s outstand- 
ing capital respectively. 

Shares of the telephone utility are 
listed i in the US on the American and 
Pacific stock exchanges. At end-Oc- 
tober, PLDT in New York was traded at 
US$15.125, compared’ to levels оѓ 
around US$1.875-2 before the February 
| rebellion. An estimated 4-5% of 
PLDT's outstanding stock is traded ir 
New York. — Jose Galanc 
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| Facing the 


Эт. scope for further growth i is 


mendous, given that about 8076 
total telephones in the country are 
| in Metro-Manila. There 


же 


ommunications і is reviewing. 
telephone — programme, 
drafted by the previous а ministration, 
which aims to meet 80% of all tele- 
phone, telex and telegraph demand by 
, і ti 


Я target., of 





‘ed in а three-tranche schedule. PLDT 


expects to account for the bulk of the 
lines projected іп the: government pro- 
gramme. 

The company's own expansion pro- 
gramme, aimed at upgrading transmis- 
sion facilities from analog signals to a di- 

gital. system. is now being completed. 

or the five years from 1987, the na- 
tional .telephone programme had а 
05,000 telephone installa- 
tions. This target, estimated to cost 
US$500 milion, is now under threat 
from current government efforts to hold 
down the expansion of: foreign-ex- 
change credits, the private-sector share 
of which is substantial. Because of this 
constraint, PLDT's own target has 
been scaled down to 10,000 new lines а 





bles before the end of the decade is ex- 
| pected to improve both the capacity and 
quality of transmissions for both voice 
and data. 


some of the legal barriers in the industry 
obsolete. For instance, the separation 
between voice and data communica- 
tions is becoming incongruous, given 
the availability of technology that can 
provide access to telephone, telex, fac- 
simile and computer link with the same 
telephone handset. 

PLDT's franchise remains limited to 
voice communications, with data trans- 
mission appropriated to another sector 

of the telecommunications | industry. 
Nonetheless, most of these data trans- 
missions are coursed through PLDT be- 
| cause it owns the telephone system. On 
nd, a few of the data carriers 

h 















The new technologies are making 

































| WHAT IS LOTTO 6/49? 

Lotto 6/49 is the official Canadian version of 
Lotto--the world's most popular form of lottery. 
It's the lottery in which you pick your own 
numbers and it's called "6/49" because you 
select any 6 of 49 possible numbers from 1 to 
49. Your numbers are entered in the Lotto 6/49 
computer system and if they match the six 
winning numbers chosen in the draw—you win 
the grand prize. Ог you have only 3, 4 or. 5 
numbers correct you win one of thousands of 
secondary prizes available. 


HOW CAN | PLAY? 


Complete the attached order form and send it 
to Canadian Overseas Marketing along with 
the necessary payment: Your numbers will 
automatically be entered for the specified 
length of time. You may select from 1.to 6 
games for 10, 26, or 52 weeks. Each game 


ORDER TODAY! 


Mark six numbers on each game board 
you wish to play. 





РЇСК YOUR PLAN — Check only one box below next to the 
option of your choice. ALL PRICES IN U.S. FUNDS 





26 WEEKS 52 WEEKS 


10 WEEKS 
(20 Draws) (52 Draws) (104 Draws) 
Q1Game (1$ 45. 10 $112. 1 $ 225. 
2Games (1$ 90. (3$225. (1$ 450. 
3Games () $135. [1 $337. (1$ 675. 
4Games С] $180. [I $450. ©] $ 900. 
[1 $562. C $1125. 


2 $675. 11 $1350. 





That's right ... you can win millions by picking your own numbers playing Lotto 6/49—Canada's most popular 
Government Lottery. In fact, last year Lotto 6/49 paid out $354,736,589.00 in ALL CASH PRIZES. And it's all 
ahadian taxes. There are two draws each week for a grand prize guaranteed to be not less than. 
10Q280-00 with many millions more in secondary prizes. Grand prizes often run into the millions and have. 
вей as high as $13,890,588.80. Imagine what you could do with that much cash! This is your opportunity to 
f find out because now you can play the lottery that's making so many millionaires in Canada. 


gives you another chance at the grand prize for 
every draw in which you are entered. You 
receive a “Confirmation of Entry” by return 
mail acknowledging your order and indicating 
the numbers you have selected as well as the 
draws in which they are entered. 


HOW ОО 1 KNOW WHEN ! WIN? 


You will be notified immediately when you 
win a prize of $1,000.00 or more. Also, a 
complete list of all winning numbers will be 
sent to you after every tenth draw so that you 
can check along the way to see how you are 
doing. At the expiration of your subscription 
you will be sent a final statement of your 
winnings. All prize money will be converted to 
any currency your wish апа confidentially 
forwarded to you anywhere in the wórld. 


So mail your order today—the next big. 


winner could be you. 








. PRIZE BREAKDOWN (Actual Sample of One Draw) 


3040 Ё 













pude NO. OF 
PRIZES PRIZES — PRIZE VALUE 
1ST PRIZE 

6 OUT OF 6 REG. NUMBERS 1 $13,890,588.80 


МОР j 
«=й Oro PLoS BONUS $443,481.60. | 
3RD PRIZE 
5 ООТ ОЕ 6 
4TH PRIZE. 
А ОЧТ ОР В: 
5TH PRIZE 
30uTDF$ 
TOTAL PRIZES TOTAL PRIZE VALUE : 
1,014,756 :537,443,228.10 
* All prizes quoted in Canadian dollars. 


ist, 2nd, 3rd, and 4th prizes are calculated on a percentage of 
the total prize pool. Since the prize росі fluctuates from draw 
to draw, the size of the prizes will vary from the size of the- 
prizes shown above: {ч 
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Closing a loophole 


Japan moves to tighten mortgage-backed securities loan business 


By Bruce Roscoe in Tokyo 
V ictims of Japan's mortgage-backed 
securities loan business appear at 
last to have reached sufficient number 
for the ministries of finance and justice 
to consider regulating the industry. 
Regulatory legislation is expected to be 
drafted by the end of the year. 

Legally, mortgage-backed securities 
are not backed by à mortgage; nor are 
they securities. A company or indi- 
vidual in need of long-term finance nor- 
mally can pledge property as collateral 
for a loan from a bank or other financial 
institution. Japanese reito shoken 
(mortgage-securities companies) have 
added a range of varieties to this theme 
in an effort to provide long-term finance 
to borrowers and, at the same time, lure 
investors with high-yield, short-term in- 
struments. 

Some mortgage companies search 
out freehold properties, obtain a 
mortgage deed for the property from a 
Justice Ministry Land Registration Of- 
fice, and then offer investors “mortgage 
certificates" with a total value exceed- 
ing the appraised value of the real es- 
tate. Others offer "empty" certificates 
backed by no land at all. And while the 
deed is certified as valid by a land-regis- 
tration office, the certificates are not. 

Deeds are not issued for land ap- 
praised for less than #50 million 
(US$309,000), so the mortgage com- 
panies split the deed up into certificates 
of, usually, # 500,000 to ¥1 million to 
attract individual investors. The actual 
deed is held by a bank which issues a 
certificate of deposit, and the only con- 
nection between the original deed and 
the certificate of deposit is that the 
mortgage company might reprint the 
deed number on the certificates of de- 
posit it issues to investors. 

The number of mortgage securities 
companies has grown from one three 
years ago to well over 100 now. The 
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exact number is unknown because any 
company can engage in the business, 
which falls loosely under thé Money- 
Lending Law. Outstanding loans 
reached ¥€80 billion by March 1986, 
according to an industry estimate, and 
probably will top ¥1 trillion by the end 
of the year. 

Interest on the certificates is not sub- 
ject to government restrictions because 
legally they are notes, as opposed to 
bonds or skares. Mortgage companies, 
therefore, ere able to set rates of from 
5-6%, or from 0.5-1 percentage point 
more than legitimate interest-bearing 
instruments. Borrowers are charged 
around two points more. 

Thus, the business offers a spread 
wider than the normal lending done by 
banks. Most city banks have set up 
mortgage-s2curities subsidiaries to take 
advantage of this, as have securities 
companies looking for a foothold in the 
lending business. The blind spot for in- 
vestors extending funds to non-bank- 
related, mortgage-securities firms is 
that there is no way of checking the 
quality of the borrower. Further, securi- 
ties companies are prohibited by law 
from lend ng money, and therefore 
could not rescue a mortgage-securities 
affiliate. 


ow, after three years of booming 

business, some mortgage securities 
companies are coming apart. Investors 
are complaining that the companies will 
not buy back the certificates when they 
want to se 1 them. Usually such repur- 
chase is guaranteed, for a fee of around 
1% of the «mount loaned. 

On 24 October, one mortgage secu- 
rities comoany in Tokyo mysteriously 
went out of business, after having col- 
lected X 1.8 billion from 800 investors. 
The chairman of the Hiroshima-based, 
money-lending “Chugoku Mutual Pros- 
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perity Association" was arrested on 18 
October on suspicion of fraud in con- 
nection with mortgage certificates. 

Earlier in October police raided the 
offices of a similar company in Shizuoka 
prefecture, which allegedly had issued 
empty certificates for *300 million. 
This company was also suspected of ap- 
proaching elderly property owners with 
offers of cash in ir aw a for property- 
ownership papers which it would pre- 
sent to a land-registration office in order 
to obtain a mortgage deed. 

More such cases seem about to sur- 
face. The Tokyo Consumer Centre re- 
ceived 64 complaints from certificate 
buyers in the two years to March 1986. 
But there have been ov omplaints 
from April to August, and poli% figures 
record nearly 300 complaints lo at 
consumer centres throughout Jap 

Despite these development 
dustry continues to thrive, reflectin 
trend among Japanese individuals to ex? 
periment more with zai tekku (finance 
technology) games. A recent survey о! 
30 large mortgage-securities companies 
by the Japanese business daily Nihon 
Keizai put the outstanding balance of 
loans at 801.3 billion at the end of Sep- 
tember, representing a year-on-year 
rise of 68%. А 

А tax break enhances the appeal of 
these instruments. Investors earning 
less than #15 million a year can earn in- 
terest income up to € 200,000 tax free, 
and could therefore put up to ¥3.5 mil- 
lion in mortgage certificates and not 
have to declare the income. A tax-free 
ceiling on interest up to¥330,000 is al- 
lowed for investors citing mortgage cer- 
tificates as their only source of miscel- 
laneous income. 

Securities company affiliates showed 
astounding growth, with a year-on-year 
rise of 114.3% for Nomura Securities— 
affiliated Japan Associated Mortgage 
Acceptance, and 325% for Yamaichi 
General Finance of the Yamaichi Secu- 
rities stable. Japan Mortgage, an a 
аге of Fuji Bank and credited witu 
pioneering the business, projects a 50% 
increase in its outstanding balance at 
mid-September to ¥180 billion by 
March next year. 

The industry is attempting to regu- 
late itself with membership in the Nihon 
Teito Shoken Kyokai association, but at 
present only about 57 companies belong 
to this group, fewer than half the 
number thought to be in operation. The 
association is drawing up stricter rules 
for mortgage-backed lending but these 
will not ALS the fact that investors do 
not have a legal leg to stand on if a mor- 
tage-securities company fails to honour 
а contract or goes bust. 

Full industry regulation, including 
le que oti and reporting procedures, 
wi 









ill probably take the form of a revision 
to the 1931 Law on Mortgage Deeds, 
which the Ministry of Finance regards as 
ill-equipped to define the mortgage- 
backed securities business. 
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Strong. Very strong in computers. 

American Express. Australian High Commission. Their real strength is their resourcefulness in terms” 
Fiat.Ford. General Electric Company. NASA. А of ingenuity, flexibility, adaptability and reliability. So is 

These are just a few of the many giants in industry, Honeywell's. With a customer base of over 10,000 
commerce, defence and administration. that use clients. With.a full range of system solutions. With over 

i 5 100 years of experience. 
"5s No matter how you look at oneywell, you'll find a 
| company thar s str T vica 


Rover in excess of USS billion. 





Perdana Nusantara. Tel: (21) 339845 PHILIPPINES Distributed Processing wee 
Tel: 5002233 (Rm. 136/138 Jianguo Hotel, Beijing) TAIWAN Honeywell Taiwan Lid. Tel: 5039000 MALAYSIA Hong Loong Honeywell Sdn. Bhd. 
К. (8) 7013988 THAILAND. Ska Tlech Computer Со. ЫЧ. Tal: (2) 3902445 BANGLADESH Gréphice Information Systems (2) 230879 - 
: KOREA Gold Star Со. Lid. (2) 583-8081/8 © 
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А dose of future shock 


Nepal's economic planning is stymied by short-term needs 


By Kedar Man Singh in Kathmandu 


fter a quarter of a century of non- 
party government, Nepal's econ- 
omy is in crisis. Despite claims that the 
partyless Panchayat system would free 
the country from the constraints and 
| problems of partisan politics, leaving 
government leaders free to concentrate 
оп the issues of economic development, 
the system appears to have become a 
key factor constraining progress. There 
seems to be little likelihood of improve- 
— ment unless radical changes are made in 
_ the political structure. 
| fter six five-year plans, the country 
has made no significant progress to- 
_ wards overcoming its economic prob- 
lems — and in some areas, things have 
- got worse. Foreign aid has been wasted 
and tax revenue poured into mone y-los- 
ing government projects, while the 
population increase has continued to 
 Outstrip economic growth and prices 
outpaced incomes. Long a food-surplus 
country, Nepal's agriculture is now the 


= J- least productive of any country on the 


Subcontinent, and the nation faces the 
prospect of becoming a food importer. 
Each year, the Planning Commission 
meets and reviews the causes of the 
country's poor economic performance. 
‘Each year, it recommends solutions. 
But no signs of relief are in sight, be- 
cause the country is plagued bv poor or- 
ganisation and lacks adequate re- 
Sources, coordination and controls, say 
economic analysts. 
Analysts put the blame for the eco- 
nomic disorganisation down to the lack 
-of “political will" on the part of the Pan- 
chayat government and its leaders. Party- 
less elections have meant that there is 
little need to appease partisan voters. 
This, say analysts, has contributed to a 
low level of government accountability 
— despite a constitutional amendment 
in the early 1980s which made the prime 
minister responsible to the public. 
Economists point to other problems 
as well. There is. for example, a long- 
running, unfinished land-reform pro- 
gramme. There is a complex bureau- 
cracy, and an almost feudal system for 
the appointment and promotion of civil 
servants. And there is the 650-mile open 
border with India, which has led to a 
large influx of Indian labourers (who 
dominate employment in several sec- 
tors) and an accompanying population 
and food problem. India's dominant po- 
sition in Nepal's trade, and its control of 
the routes for Nepal's exports, have left 
the Nepalese deeply in thrall to their 
giant neighbour. Together, these deep- 
rooted problems are the cause of 
Nepal's economic stagnation. 


The govemments formed under the 
Panchayat system have been appointed 
by the king, as provided by the constitu- 
tion. It has been difficult for such offi- 
cials to take political stands in the na- 
tional interest. Their main concern has 
often appeared to be to retain their 
ministerial posts for a few years, amass 
personal weclth and then go scot-free 
after their dismissals. 

In additicn, there is great pressure 
on new governments to work wonders 
on deep-rooted problems within a very 
short time. There has already been 
speculation that Prime Minister Marich 
Man Singh Shrestha, who only took of- 
fice in mid-1986, may face a no-confi- 
dence vote soon in the National Pan- 
chayat if economic conditions do not 
improve. Shrestha has generally plan- 





ned to carry out existing programmes, 
but has said he would like to introduce 
rewards and punishments for those in- 
volved in planning and implementation. 
This, however, may not do much good 
unless stringent economic and fiscal 
measures ere taken, analysts believe. 
Given such pressures, it comes as little 
surprise that successive governments 
have chosen short-term solutions while 
long-standing problems go unresolved. 
No пере prime minister, for 
example, nas yet dared to confront 
India seriously about the problems of 
the open border. Even before the Pan- 
chayat system, the government was de- 
nding om import-generated revenue 
instead of ciming for export-led growth. 
This has not changed, and import fees, 
duties and licences have become a 
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major source of national funds: ап aver- 


age 50% of the government's revenue 
has come from  import-generated 
sources during the past 10 years. 

Such a policy has kept revenue com- 
ing in (though the budget has long run a 
deficit) and foreign exchange going 
out. Reserves have fallen year after 
year. and on a per-capita basis аге 
among the lowest in the Subcontinent. 
In addition, some 60% of the popula- 
tion are below the poverty line, accord- 
ing to a Planning Commission report. 

Nepal has turned increasingly to con- 
cessional loans to fund its programmes 
in recent years, thus accumulating ex- 
ternal obligations at a much faster rate 
than any of its neighbor otal long- 
term foreign debt more than\loubled 
from 1980-84 (to an end-1984 мої 
US$451 million): during the same Ygars. 
India's total foreign debt гоь о, 
Bangladesh's by 45% and Sri Lank&\s 
by 83%. Debt statistics compiled by thé 
Asian Development Bank show that 
Nepal's debts have some of the longest 
maturities, and the lowest interest rates, 
of any developing country in Asia. 

Some economic analysts go so far as 
to say that none of the Panchayat gov- 
ernments has been sincere or serious 
about their political or economic com; 
mitments to the people. This, they say. 
has been amply shown in the govern- 
ment's failure to decentralise power 
down to the district level. Power re- 
mains divided between palace officials 
and the cabinet, the critics say. Since 
many of the ministers lack experience 
and are insecure about their tenure, 
they have been subservient to palace of- 
ficials. This centralisation of power has 
prevented the emergence of any compe- 
tent political leader, creating a power 
vacuum in the country. Cabinet minis- 
ters, and even prime ministers have, in- 
stead of serving the crown, tried to 
make the crown their shield. 


evelopment patterns have bee 
distorted as well. Aid has been « 
contributing factor here: it is estimated 
that as much as 40% of aid has been mis- 
used, creating excess demand. Prices 
have gone up tremendously, and a "neo- 
rich" class has been created. Consumer 
goods have become too expensive to be 
within the reach of average people. 
During the past 30 years, the infra- 
structure has been improved. But de- 
spite huge amounts of aid and conces- 
sional funding, there are still many im- 
portant areas which are deficient. A 
glaring example is the meagre utilisa- 
tion of hydropower potential, with only 
0.05% of the kingdom's massive poten- 
tial so far harnessed. Sadly, in a country 
so richly endowed with energy sources, 
32 of the 75 districts of the kingdom are 
still without power supply. Rapid de- 
forestation has continued and led to 
massive landslides in the mid-mountain 
regions and the lowlands. Of the coun- 
try's 2.68 million ha of arable land, only 
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The best of the Richard Hughes | 
columns from 1971 to 1983 


FarEasternEconomie 
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The life of Richard Hughes spanned nearly eight I. To/PublicaBons Division >$ 
decades, most of them spent as one of Asia's leading FAR EASTERN ECONOMIC REVIEW 
foreign correspondents. And Hughes' world was G. P. O. Box 160 

peopled by the memories of those decades. 


Hongkong. 
It was a world of the hilarious .. . like Prince Noro- 
dom Sihanouk's white elephant, which attacked a 
tiny red bus full of tiny Red acrobats from China. 


It was a world of the macabre...like the Teikoku 
poisoner who massacred a bank's staff for a haul of 


US$800. 


It was a world of the touching . . . like the slave 
children of old Shanghai, plunging pathetic, claw- 
like hands into vats of boiling water to prepare silk 
cocoons for spinning. 


Hughes saw and reported it all. This selection from 
more than 10 years of his regular column in the Far 
Eastern Economic Review takes the reader on the 
trail with the original Barefoot Reporter. 
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Yes! Please send copy(s) of the 
Barefoot Reporter for which I enclose 
US$7:75 each. 

For surface mail delivery add US$1.00 
and for airmail delivery add US$3.00 
per copy. R1113BFR 


Send to: 
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ame: 


Address: 


[ (Please print in block letters) 
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al is never far from Hunger. 
The vice-chairman of the Planning 
Commission, Mohan Man Sainju; has 


not been "satisfactory." He said the 
ountry was falling behind on many 
argets in agriculture including food- 
grain production, the area under i irriga- 
fion. application of improved seeds and 
chemical fertilisers. Out of 1,272 deve- 
opment projects implemented in fiscal 
1985-86 (ended in mid-July), only 917 
have made satisfactory progress by the 
commission's own standards. 
"During 30 years of economic plans, 
very few industries based substantially 
on domestic raw materials and labour 
(have been created. Several industries 
“have been established, but almost invar- 
bly they import more than 80% of 
nputs. Such products are not allowed to 
Бе sold on Indian markets, where they 
_ might compete with domestic goods, 
nor can Nepal's consumers afford them. 
As a result, they are often smuggled out 
Kathmandu into third markets. 








admitted that economic. progress has. 
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| virtually < come to » control Nepal's econ- | 
omy, They have been the driving force 
‘behind many of the. new industries — | 
favouring such investments as watch- 
making, steel utensils, synthetic fabrics 
"These establish- 
| ments depend largely on imported raw 
materials which’ receive import-tariff 
“benefits, but they sell their finished pro- 
ducts at the same price as wholly im» 
ported goods. Many of them sell half or 
more of the raw materials intended for 
Nepal in India while the g goods are in 
transit from Calcutta, keeping Nepalese 
of inputs and the 
finished-product prices high. 





and. pipe factories. 


factories short 


ven in the case of oil exploration, 

many of the large oil ир һауе 
hesitated to venture into Nepal — 
recently opened up exploration conces- ’ 
sions. The difficulties of getting the oil 
produced to market through India have 
apparently acted as a strong deterrent. 
Of the 10 blocks offered for explora- 
tion, only one was taken up — by à 


p p of the Netherlands-bas 
"Shell l Toup and the US firm Triton Inc. 

More than Rs 3 billion (US$154 mil- 
lion) has so far been invested in some 40 
state-owned corporations. Of this. 
about a third has turned into bad debt — 
and there is little hope of recovering the 
rest, This huge drain was one of the 
reasons for the government's decision 
to impose a credit squeeze, and to cut 
back the corporations" 1986-87 expendi- 
ture by 10% — in hopes of forcing them 
to become self-sufficient. ; 

According to a high-level source in 
the Nepal Rastra Bank (the central 
bank), annual per-capita growth in the 
gross national product during 1960-85 
was less than 0.2%. The lation in 
the same period has grown at A6% an- 
nually. The population, estim 
17.1 million now, is éxpected to rec 
million by.the year 2000. LEST, 
doubtful that, Nepal can reach.t 
targets it has set for economic improve- 
ment, analysts warn. Їп fact, as things 
stand, it appears that Nepal. may be 
headed for economic disaster: п 
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he latest economic figures issued by 
the -Malaysian Government make 
for grim reading, but some bankers say 
v are. not grim enough. Released 
simultaneously with the 1987 budget on 
24. October (REVIEW, 6: Nov.), the 
Ministry of Finance's (MoF) Economic 
«Report 1986-87 has confirmed that the 
“revised figure for real gross domestic 
product growth last year was à nega- 
tive 1%, instead of the positive growth 
of 5.2% predicted by Finance Minister 

1 Zainuddin. The МОЕ is now pre- 
dicting real growth in GDP of 0.5% for 
1986, a figure some bankers say will 
prove as optimistic as the 1985 forecast. 

But this i is all a little academic. What 
e moment — and what no- 
Body disputes” 2—16 that in terms of cur- 
rent prices. Malaysia's economy is in 
TO ble and not much improvement 





mena this year, 


slated into per- | 


cen a 15, 7% 








ened from M$1.8 b 

million) in 1985 to ane q: М2. 
billion for 1986. In terms of the percent- 
age of GNP. the deficit has increased 
. from 2.5% to 4.9% in the same period, 
indicating that the government's 
avowed priority policy of reducing the 
outflow of foreign exchange: has not 
been achieved; The government claim 
















А time of reckoning 





with some justification, 
that the overall aim of re- 


ducing imports has been 1$ 


successful and that the 
sudden drop in the value 
of exports this year is the 
cause of the widening 
deficit. It is also a fact that 
the overall. balance of 
payments 15 still very 
much in Madaysia's favour 
once capital inflows are 
taken into account. 
Lessening the fiscal 
budget deficit is another 
of the government's prior- 
ity.policies. There the po- 
sition is considerably 
worse than in the balance 
of payments, The overall 


deficit.of the public sector. 


~~ comprising the federal 
and state governments 
and the so-calléd Non-Fi- 
nancial Public Enter- 


prises — is forecast to increase from | | 
M$7.5 billion in 1985 to M$12.5 billion’ 


this year. 


While this last figure would be bad 
enough on its own (it is equivalent to 
19% of predicted GNP), what has made 
the governmentreally sit-up in alarm is 
the fact that the deficit figure contain 
for the first time since- 1972, 
the operating-expenditure i 
‚ is having to borrow.money 
erm growth of 


ly: to fund the lon 











penditure but also to pay the salaries of 
its civil servants. — MS 
According. to ^ МОЕ 
“economists, thé орегаі- 
ing-expenditure deficit 
could persist until 1989, 
Meanwhile, the govern- 
ment has announced cuts 
in expenditure for loans 
to civil. servants and 
slashed: the development 
“budget by 25%. It has 
also. announced ‘that the 
initiative for” economic 
growth will have: to’ be 
taken up by the privat“ 
sector — in particula 
producers for whom ex- 
ports make up a substan- 
tial proportion of their 
total sales. To that end, a 
series of tax incentives 
has been announced for 
export-oriented industries 
and further relaxations of 
the Industrial. Coordina- 
tion Act have been prom- 
ised for December. 

Bank Negara, the central bank, mov- 
ed to keep funds available to the private 
sector by lowering the statutory-reserve 
and liquidity- -ratio requirements for 
commercial banks in October (REVIEW, 
30 Oct). This resulted in the release of 
about МЎТ billion. into the.system and 
| removed pressure on interest rates, 
which are currently averaging around 
12%, Thedoans- -to-deposits ratio is now 
; however, and most. 





Deficit in operating budget 
Surplus їп operating budget 


Source: Ministry о! Finance, 
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SQUARE DEAL 


You can count on the Square when it comes to getting more for your money. . 
We charge rent only on space used. So you don't have to pay 
for public areas like lifts, washrooms or fire stairwells. 
Our windows are double-glazed, saving you money on heating 
and air-conditioning. 
The energy-efficient lighting system keeps electricity costs down. 
Shared communication resources reduce your capital expenditures. 
Fitting-out costs are minimized by adjustable steel ceilings with integrated lighting 
and air-conditioning ducts. 
And our unique underfloor trunking makes it unnecessary 
to install raised flooring. 
So if you’re after a deal, may we show you the Square? 


Please call Jonathan Petit or Christopher Chan at Hongkong Land Property 
(tel: 5-8428288, telex: HX75102) 
or Jeremy Stewardson at Jones Lang Wootton (tel: 5-217171, telex: HX74247), 





THANKS 


LEADING-EDGE 
ELECTRONICS, 
THE LATEST 
SLIMMED-DOWN 
AIRBUS CUTS 
THE KILOS. 


TO THOMSON-CSF 
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When the new single-aisle Airbus А 320 gets off the 
ground in 1987 it will be the first airliner with digital fly- 
by-wire controls. 















The first with an instrument panel that incorporates 
new-generation CRT displays. 

And the first to feature a fully-integrated systems 
architecture. 

These innovations-to which Thomson-CSF has made 


a major contribution-not 
only enable the A 320 to 
zoom ahead of its rivals. By 
appreciably reducing the 
aircraft's weight, they 
improve its ability to turn 
a profit. 

At Thomson-CSF i шнде їп spearhead techno- 
logies keeps us zooming ahead, too. the 

































100 million. It's one of the ways we maintain our edge 
the highly competitive world markets in which we 

ť оф 

| ...Jmson-CSF isa leading 
жаі producer of advanced 
*ctronics systems for civi- 
n. and defense applica- 

ns. In 1985 our total reve- 
ies were $4.3 billion over 
percent of which was 
nerated outside France, 

ir home base. 















The company's core business is 
defense electronics: avionics, defense 
and control systems, weapons 
systems, communications and data 
processing, antisubmarine warfare 
| systems and training simulators. 
Yomson-CSF is the largest defense electronics 
mpany in Europe and the third largest in the world. 
dancing these activities are several nonmilitary busi- 
sses tha share the same advanced technologies-for 
e the world's leading supplier of air traffic 
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medical diagnostic imaging systems 
and TV station equipment. Again, 
well over half of our sales in these 
two fast-growing sectors is gener- 
ated outside France. 
Underpinning all Thomson- 
CSF operations are electronic 
components. Our electronic com- 
‘iad ponents operating group supplies 
Thomson-CSF units with state-of- 
the-art products and is fast becoming 
a major supplier in the world market. 
Our components are everywhere. 
They’ re out in space on satellites and on 
Spacelab while here back on earth they've 
been central to many major advanced technological projects. 
Including our ambitious mission - in partnership with 
Airbus Industrie - to take civil aviation into the 21st century. 
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hat takes vou to extremes. 


While you relax during your next jetliner trip, spare 
a thought for the stress that the engines have to endure. For 
take-off, rotational speed can be 800 revs/second. 

Just as higher and higher velocities are constantly 
being reached, environmental factors are stipulating lower 
fuel consumption and noise levels. The last decade has seen 
a 50% rise in rotational speed — with drops in fuel usage 
of the same order. And the quest continues. 

One of the most safety-critical components in aero 
engines is the bearing. Demanding utter dependability to 
withstand the conditions, its task is further complicated 
by direct contact with hostile combustion fumes. And 
at temperatures of some 500°C, it's simply too hot for 
conventional lubricants. Till recently this proved a near 
impossible set of constraints. But our R&D people 
overcame them. 

As world demand poses ever tougher problems in 
the aerospace industry, SKF provides ever more accom- 
plished solutions. Lighter, smaller bearings that rotate 
faster with less friction; that give lower noise levels, and 
work in higher temperatures. In every way, SKF is taking 
bearing technology to new extremes of achievement. 


Down to the micro-world of the bearing 


Our search for new answers takes us deep into the 
micro-universe of the bearing - where micro-changes of a 
10,000th of a millimetre are now common-place. And new 
bearing designs can yield energy savings of up to 80%. 

For this, high standards of metal-working precision 
are required — and ‘near-absolute’ accuracy has to be main- 
tained from steel purity through computerised design to 
application. 

Now, by harmonising new theory with the reality of 
new technologies we have shown how bearing life— and 
reliability- can be prolonged nigh on indefinitely. 

75 years of close customer co-operation has given 
us the expertise to create a virtually boundless programme 
of ball, cylindrical, taper and spherical roller bearing types 
in some 25,000 variants. From miniatures weighing three 
hundredths of a gramme to giants weighing 500 million 
times more. Assuring our customers worldwide of the exact 
bearing for every application. And ultimate reliability. 

Like a jetliner, we will always rise to the occasion. 





SKE Theexact bearing. 
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Minolta zoom copying 
comes into full bloom. 
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MINOLTA ADVANCES ZOOMING 













“Minolta ЕР4707. 


With the advent of the new Minolta EP470Z, zoom copying 
has entered a new, more-automated era. An expanded 1031-step 
zoom range (X0.610-1.640) now permits the enlargement of 

documents as small as B5 to as large as АЗ and the reduction of 
documents as large as АЗ to as small as B5 in a single time- 
saving step. 

Beyond its expansive zoom range, the EP470Z is extremely 
innovative. Book Copy, for example, allows the simultaneous 
copying of both left- and right-hand pages of an open book on 
two separate sheets of paper, reducing tiresome page 
ош by half. 

< Margin making, too, has been fully automated. EP470Z 

nage Shift makes margins simultaneously as you copy. Choose 
“from 5-, 10- or 15-millimeter widths, perfect for hole- -punching 
and subsequent filing. For documents with too little space for a 
margin, the copy's image can be reduced to an appropriate size at 
the touch of a key. 
© Minolta has also automated the conventional single sheet 
bypass and made it into a Multiple Sheet Bypass, allowing 
automatic feeding of up to 20 sheets of paper. Another feature, 
Anamorphic Zooming, can make you more creative. And a range 
of exciting new options improve EP470Z efficiency still further; 
one, Minolta's semi-automatic Duplexing Unit, greatly simplifies 
the copying of documents on both sides. Other options include a 
Triple Paper Stacker to simplify the handling of paper in multiple 
sizes, and a 2000-sheet Large Capacity Cassette to meet high- 
volume copying needs. 

Above all, you can depend upon the improved Minolta 
Micro-Toning System to provide copies with the same superior 
copy quality — even when enlarging or reducing — that Minolta 

ers worldwide have come to rely upon. In addition to the 
1:P470Z, there's an entire family of other diversely-equipped 
Minolta zoom copiers to choose from; one to fit virtually every 
business application. Raise your productivity; visit your nearest 
Minolta dealer soon and start zooming the Minolta way. 




















EP6507 


-EP5507 


MINOLTA CAMERA CO., LTD., Business Equipment Operations, 30, 2-Chome, Azuchi-Machi, Higashi-Ku, Osaka; 541, Japan 


“EP350Z ЕР4507 — 





The full potential of zoom copying realized: 


























BooleCopy 





Image Shift 


















































































































































































































































Semi-automatic 
Duplexing 





MINOLTA 





See the EP3502/EP4507/EP5502/EP6502/EP4702 at these Minolta subsidiaries and distributors: 


Bongladesh Brothers international Ltd. National Scout Bhaban, inner Circular Road, Kakrail Dhaka, Philippines 
GPO: Вох No. 767 Phone: 400042, 404929 









Phone: 5: 
Method Seema itt во О 8 Meghdoot 94 Nehru Place, New Delhi 10019 Taiwan 


Bhd Wisma Cestel; 
921033 ( 


Topros inc. Topros Building, Banawe Сог, Atok St., Quezon City, Metro Manila 

Phone: 732-14-21, 71-4111, 71-41-13, 711- 4115 

nolo Hong Kong Ltd. Room 208, 2-F., Eastern Centre, 1065, King's Road, Quarry Bay Singapore — Minolta Singapore {PTE) Ltd. 10, Teban Gardens Crescent, Singapore 2260 
КҮ Phone: 563-5533 

Santa Office Machmes Corp. 11 Fi. 75; Sec. 4, Nanking E. Road, Taipei 

Phone: (02) 715-500 

ana ja 826 67B Ji, Krekot Raya; Jakarta Pusat... Phone: 372609 Technical Su 

alan Kilang (51/206), 46050 Petaling ses prone. 2524 
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The United Nations High Commissioner N} /, {7 V To help, please contact the UNHCR Office 
tor Refugees needs your help to give WEY 54 4 іп your country or a voluntary agency which 


refugees a feeling of belonging. This is concerned with refugees 


United Nations High Commissioner for Refugees 


Very lonely indeed if family and friends f ERY if Y advertisement isn't asking for your money E 
have been left behind ў ex V V Just for your compassion and understanding 
* / 
















| 1986-87 Bimans year of a 
ч million passengers 


Biman Bangladesh streamlined operations and 
Airlines plans to carry contended customers carried 
a million passenger  overthe years, Biman is ready 
іп 1986-'87. With it's for the BIG LEAP into the world 
developed capability, of BIG LEAGUE carriers. 
Join Biman in it's Year of the 
Million Passengers. 


Biman 
BANGLADESH AIRLINES 


Your home in the air 
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^ CHANGE CITIES 
J WITHOUT CHANGING 
YOUR STANDARDS. 


With Hilton International hotels and an 
American Express* Card Assured 
Reservation®, you can be sure of a warm 
and gracious welcome at 18 of the finest 
hotels throughout Asia & Australia, including 
the new Osaka Hilton International. This 
warm welcome will soon be extended even 
further with the opening of the Hilton 
International Brisbane in November and the 
Shanghai Hilton International in late '87. 

No matter where vou stay, each and 
every Hilton International hotel offers the 
same excellent levels of service, quality and 
convenience. From our Executive Floors 
specially designed for the business traveller, 
through to carefully planned Business 
Centres, In short, everything for the business 
traveller on the move. 

And when you travel with the American 
Express Card, you'll receive Assured 
Reservations at all Hilton International 
hotels. 5o no matter how late you arrive, a 
friendly face will be there to greet you. And 
“No stop check-out" " upon departure, so 
there's no waiting and no unnecessary 
delays. 

When it comes to staying at deluxe hotels 
on your travels throughout Asia and Australia, 
there's nothing quite like Hilton Inter- 
national hotels. Or for that matter, the 
E American Express Card. 
| MELBOURNE | T" For more information, or reservations, 
| | call your travel agent, any Hilton Inter- 
national hotel, or the Hilton 
Reservation Service. 














AMERICAN 
The American Express Card. | 28Е55 
Don'tleave home without it. * 


























HILTON INTERNATIONAL 
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Just Published! The All Nev’ 
Tue People's Republic of 
China Year-Book 1986 


All the information on China you'll ever need in a single volume . . . 




































































The People's Republic of China Year-Book 1986 is without 
doubt the single most complete reference work ever . 
produced about China. Its contents range from the land 
and its people to business, economics, finance, culture, 
education, politics, science and technology and countles 
other subjects. 


Whatis it? 

The result of thousands of man-hours, the People's 
Republic of China Year-Book 1986 was written and edited 
by The New China News Ltd., a group of dedicated ` 


professionals who know China intimately. The result is a 
book of unmatched breadth and depth. 


Who needs it? 

Completely indexed, the People's Republic of China 
Year-Book 1986 places thousands of facts and bits of 
information at your immediate disposal. The book is 
essential to businessmen, financiers, students, professors 
and virtually anyone with a need to know or a keen interest 
in China of today. Even greater use of charts, maps, tables 
and colour photos than earlier edition makes the book 
enjoyable as well as informative reading. 








How to get it? 

Order your copy(s) now by simply completing the coup 
below and returning it together with the indicated paym 

of US$89.95 (or the equivalent in local currency) to the 
indicated address. 

АП new updated edition Hard Cover 828 pages 


Clip and mail this coupon today! Send to: 


- Circulation Manager, Far Eastern Economic Review, G.P.O. Box 160, Hong Kong. 


Please send ........... copy(s) of The People's Republic of China Year-Book 1986 for which I enclose 
US$89.95 per copy. For surface mail delivery add US$10, for airmail delivery add US$25. 


Sendto: Name: 





Address: 








Type of Business: 





Title: — 


| (Please printin block letter) 
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SERVICE 500 
^... I've lost my travellers cheques 
and taken the wrong flight” _ 


e Traveller cheque companies offer their ө SERVICE 800 makes toll-free dialling avail- 


customers the reassurance of toll-free able to your customers wherever they are. 
telephone calls for immediate assis- € And it gives you the competitive edge in 
tance. global markets. 


r-t 


Мате: 22. s POSION: an 








| Сотрапу: 


аа. уре of business: . None 






























SERVKE 800 The first and only, world-wide, toll-free, telephone service. 
s For more information, please return this coupon to our Worldwide Headquaters: 
00 SA, Rue de la Moráche 14, 1260 NYON ISwitzerlandl, Tel.: + 4122/6312 35, Telex: 4195 


CHEMISTRY : 
MEN OF ACTION 






tr 


From its inception, 
ATOCHEM has asserted 
itself as a decisive determined 
organisation with confidence 
in the future. 


eez, 


ATOCHEM 


4, cours Michelet 

La Défense 10 - Cedex 42 

92091 Paris La Défense (France) 
Tél.(1)49.00.80.80- Télex: ATO 611922 F 


Its philosophy: team spirit, 
efficiency and performance. 


Its main trump card: 
the quality of its products and 
of its personnel. 





Men of action, 
like Dieter van der Beek. 
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LOITING foreign appetites for 
Eastern Promise and China Oppor- 
065: 10 make share placements has 

а handy game for. Hongkong 


ugh their volume has brought the bull | | 


market to a halt. Most have been mun- 
dane but, for chutzpah, Hopewell Hold- 
ings and its underwriter Citicorp must 
win a prize for its HK$1.2 billion 
(US$154 million) issue of preferred 
shares with warrants — on the basis of 
five preferred shares at HK$1.60 each 
our Ordinary plus two warrants 

exercisable in 1990-91 at HK$2. 
© Рог à property. and. construction 
трапу with a bumpy profit record, it 
pic. It will more than double 


net worth. Even with | 


for hefty property re: 

I і l represents a 64%:іп- 
"crease in net worth. Part of the come-on 
is the 8.75% minimum yield — which is 
ealthy enough even if there is provi- 
n for compulsory conversion to or- 

es if dividends exceed a base level 


ose not taking up 


dilut 


fights will see 
,net asset per share (as revalued) 
d. from. HK$3.10 to HK$2.20 
the. ordinaries at the present 
0 price yield under 5%. The 
ded at around 70-80 HK cents: 
e ting feature is how 
ell has sold itself as a China 
ter, thus ppealing to those desper- 
ate to get a foothold in the billion- 
person market Normally. ` reticent 
| Hopewell took institutions on trips to 
Guangdong and one newspaper went so 

< faras to proclaim, “Hopewell plans test 
. China's credibility." Hopewell is cer- 
nly.active in China: it has a stake in 

he à Hotel; Canton’s largest; it has 


| while 
HK$ 


oms post at Shenzhen; is now- 


g a power station for Shenzhen, 
d is negotiating to build a HK$8 billion 
1 highway linking Hongkong and Macau 
¿with Canton. Although they take up 
much of the rights prospectus, their rele- 

|. vance is debatable. 
~The. station does not need more 
opewell equity than the $150.million 
d.to date. Hopewell is not liable 
% debt financing. It remains to 
с seen whether the contract, and 
China's interpretation of it, will enable 
; Hopewell. to derive good recurrent 
earnings from the project. Maybe it will 
- though many believe there is more to 
be made from building such projects 
| than. operating: them. It might make 
China a contributor to Hopewell profits 
= HKSIOS million last year, mostly 
from investment property, and forecast 
| at HK$200 million-plus this year. 5 
2 Те toll road would need a lot of 
equity — HK$800 million. But will it 


ver happen? Hopewell has a letter of. 

















intent dating back to 1981, but HK$8 
billion of mostly borrowed foreign ex- 
change is a lot, especially in China's cur- 


rent position. Hopewell anyway may not | 


want to risk its 1076 contribution while 
China's attitudes are so fickle. Hopewell 


' built the Shenzhen customs house on the 


basis that it would be repaid-by a toll on 
travellers. But Shenzhen changed its 
mind and intends to buy it at a yet-to-be- 
determined price. Meanwhile, a Shen- 
zhen hotel project is stalled — and there 
is littlé prospect of the China Hotel con- 
tributing to profits for some years. Even 
if the. róad project does go ahead, the 


| first phase will need only HK$350 mil- 


lion from Hopewell — at least until 1990, 
Hopewell does not have а very obvi- 
ous need for new capital other than to 


reduce its bank borrowings (including | 


Citibank) — at present around HK$900 
million. Indeed, the prospectus shows 
that over the next 18 months.the group 
will complete residential properties for 


| sale worth some HK$1.6 billion. Pro- 


vided these cari be sold Hopewell has 


| the prospect of very healthy cash flow — 


well in excess of the HK$1.1 billion cost 
of developing two big commercial sites 
it has assembled in Wanchai. These lat- 


ter developments are not due for com- |. 


pen before 1989-90, and quite possi- 
ly later, as they involve complex land- 
swap deals with the government. 

« This does not suggést that Hopewell 
is a bad buy. Indeed it may end up cash 
rich: But investors are still looking 
first at a Hongkong property developer 
and investor. China may be good for 
the contracting business but there 
is not much sign that it means much 
otherwise. So, well done Hopewell for 
combining the China card and the lure of 
Eastern markets to pull down an epic 
amount of cash. 
© NO one was very surprised when the 
Hongkong Government announced 
recently that it had to write off HK$679 
million in unpaid instalments оп land 
purchases. After all, plenty of property 
companies had gone bust since they had 
bid up land prices so feverishly in 1981- 
82: The list of defaulters reveals sub- 
sidiaries and associates of defunct 
names such as Eda and Aik San. But 
shelf companies also hide the fact-that 


“some of the defaulters were subsidiaries ; 
or associates of perfectly healthy groups |. 
Re New. 


and individual: 


HOPEWELL HOLDINGS LIMITED! 
(e ded L 


яж 4) 
сыс ыс ыш 

















World Development, Ng Teng Fo 
Kwoks of Sun Hung Kat Properties, 
Cheung and Century City are among 
names involved. 

The problem should not recut 
land is no longer sold on instalment, 
some losses have been made good b: 


possession and resale. But the episod 
‘raises questions: who in gov 


was so stupid to sell land on instalme 
to HK$2 companies without paren 
other guarantees? And should 
parents be allowed to bid for land 

they have failed to meet the oblig. 

of their subsidiaries іп the past? 
mited-liability company is, of cou 
just that. But the government also has a 
liability to taxpayers to do the maximum 
to obtain payment. | 

* BANK regulators have recurring 
nightmares that one day the music wi 
stop and, in the international scramble 
for 


what hope for other paper? | 
Shroff recently bought yen trav 
cheques from. Banque. Nationale d 
Paris (BNP) in. Hongkong bearing th 
names of BNP and Visa; Endeavourin 
to change a couple at a BNP branch i 


London (opposite. tourist haunt Har- 


е 

ata branch of Thomas Cook! : = 

When he insisted that BNP hon 
the cheques he was told that posses: 
of a BNP Visa card, a Hongkong Go 
ernment identity card; drivers licence: 
and other papers bearing his phot 
signature were’ insufficient" iden 
tion. Having discovered that Shroff did 
not carry his passport everywhere hé. 
went, BNP decided that they could not: 
possibly honour the travellers cheques 
without it. AW 

Which left Shroff with a jaundiced 
view of bank notions of financial obliga- 
tion. He also wondered’ with whom 













































UDGETS 





Ву Charles Smith in Tokyo | 

he supplementary budget unveiled 
„ру Japan's. Ministry, of Finance 
.(MoF) on 29 October looks like yet 


economic policy, In preparing the 
et, the MoF had to provide enough 
| funds to implement an ambitious 
reflationary package, to which the gov- 
ernment had committed itself in Sep- 
tember, without breaching or appearing 


зеп: dependence on deficit financing. 
All this had to be achieved at a time 
when tax revenue was shrinking drasti- 
cally ав а result of the negative effect of 
the high yen on corporate earnings. 

_A less ingenious set of bureaucrats 
than the men staffing the MoF's budget 
bureau might have reached the conclu- 
jon that either the government's refla- 
tion commitment or its commitment to 


dumped. The МОЕ. men, however, 

came up with a set of figures which 

ems to reconcile both objectives. This 

Was possible in part because the strong 
уеп, while depressing economic activity, 

has also produced windfall savings. 

o The supplementary budget provides 


another exercise in avoiding a struggle | 


to breach the MoF's' commitment to | 


All done with mirrors ... 


_ Tokyo tries to reconcile conflicting policies 








for а #549 billion (US$3.4 billion) in- 
crease in construction-bond issues. by 
the central gevernment, thereby raising 
the government's dependence on deficit 
financing from the levels originally 
proposed in the main budget for fiscal 
1986 (ending 31 March 1987). But the 
deficit is still kept marginally below the 


final figure for 1985 — the deficit financ- | 


ing figure fọ- the current fiscal year will 
now be 21.4% of total expenditure as 
against last year's 23.2%. 

The MoF's budget cuts Y 1.66 trillion 
off the general-account spending origi- 
nally proposed for 1986, with some of 
the cuts ref ecting cheaper imports of 
fuel or maaufactured equipment. A 
¥35.2 billion reduction in the defence 
budget, attr.buted to cheaper arms im- 
ports, means that Japan will once again 
be staying within its commitment. to 
keep defence spending at less than 1% 
of gross national product, even though 
¥29.7 billion worth of pay rises for de- 


| fence personnel have to be funded from 


the supplementary budget. 

Together with salary rises for public 
servants (Y 350 billion), the expenditure 
cuts in the criginal 1986 budget will not 








Поп worth of missing tax revenue whic 


r anyti 
| achieved seems doubtful. Japan's ей), 


e 3 n 






e enough to make up 


came to light when the МОЕ examined | 
the unsatisfactory mid-year tax returns. | 
But the ministry was able to generate | 
some- #440 billion worth of extra rev- | 
enue by’ transferring. into the main |, 
budget account funds that originally had | 
been intended for "retiring" maturing | 
government. bonds. This was done on 
the assumption that money earned from 
the sale of shares in recently privatised 
NTT жоша таке up the difference later 

























on. p | 

The overall effect of the pluses and 
minuses in the supplementary budget 
will be to reduce ¥260 billion. from the 
original figure for pom spending 
for the fiscal year. But since more of this 
will now go into public works, the MoF 
can claim to have stayed faithful to its 
promise to reflate the economy. The | 
ministry's, sleight of hand means that 
Prime Minister Yasuhiro Nakasone has |. 
been able to avoid both a politically em 
barrassing shift in fiscal policy and a con4 
frontation with membersofhisown Lib- | 
eral Democratic Party who. want to see 
more money going into road and rail. 
way constructions 2 

Whether. any 














ing more has ре 


omy still appears likely to fall far sb 
of the 4% growth target set by the 
ernment for fiscal 1986, and the Brob- 
lem of what to do about the continuing 
shortfall in tax.revenüe could" prove 
harder than ever to solve. | 














MARKETS 


.... Or great faith | 


Japan joins the fray for South Korean paper 


















Ву Paul Ensor in Seoul 
Qus Japanese financial institutions are moving 
quickly into South Korean debt- and equity-based paper 
dealing in some cases with companies that investors from 
her countries have traditionally steered clear of. Their 
ost striking foray has been into the ailing overseas coastruc- 
tion companies — with which they have built up relationships 
- assisting the South Koreans in disposing of unpopular 
die Eastern paper received as contract payments. 
'he Japanese, who have traditionally been wary cf lend- 
eir closest neighbours and have remained far behind 
ck of other кере in lending to Seoul, have shown 
e past two years, adding a new force 
ingly competitive market. As a result, 
е been able to reap progressively im- 
ings in 1985 and 1986. 
: рогагу moratorium on overseas 
ced. When this ban is lifted, many ex- 
pect the e to develop what has become a 
leading edge in term i, especially on note issues and 
other new forms of fin , Such as overseas issues of -onver- 
г tible bonds. According to one Japanese banker in Seoul, an 
important turning point came in 1985 when Japanese banks 
started lending to private borrowers en masse. "We are en- 
+ joying the support of head office on loans here like never be- 
fore," he said. .. gue xU 





i 








Improving political relations between the.two countries 
has smoothed the way for greater Japanese trust in South Ko- 
rean clients, as well as confidence in the economy. The 
strengthened yen has done two things: it has bolstered the 
competitiveness of the South Korean economy against Ja- 
panese products in third markets, and has given the Japanese 
banks greater lending capabilities... 2 

Foreign bankers here view note issues — such as floating- 
rate bonds and revolving underwriting facilities — as th 
wave of the future in lending to South Korea, particularly t 
the private sector (REVIEW, 15 May). In addition, the fi 
equity-based issues — convertible bonds (CBs) issued by 







three major companies since December 1985 — have drawn | 


a great deal of attention as a novel form of raising capital and 
are likely to be repeated with new variations on the theme. 

Note issues are in smaller amounts and are available at 
much more competitive rates than the jumbo loans which 
form the bulk of the country's outstanding debts. With 
coupon rates well under 5%, CBs have proved the cheapest 
form of foreign money-raising yet. 

A few institutions have become particularly forceful 
players. The Long-Term Credit Bank of Japan has become a 
strong supporter of construction issues, with particularly 
close ties to Hyundai Engineering and Construction. Nom- 
ura Securities, which lead-managed Daewoo Heavy Indus- 
tries’ CB early this year, is now believed to have tlinched the 
same position on a future CB issue by Hyundai. 

The Hyundai CB is likely to be floated on very generous 

terms in early 1987. A British merchant banker said of the 

issue: “Given the well-known problems of construction firms, 

we were not interested in Hyundai anyway. But the Japanese 

can keep an issue like this on ks, whatever the terms 

and.the com га stronger relation- 
vhole as а result." 

































THE WAR 
AFTER THE WAR 


* э ое в ө ө о э ө ө э ә ө оС о о 


n this fascinate eyewitness account of the years fol- - 
E s lowing the Vietnam War, journalist Nayan Chanda 
“ү examines the rivalry between Vietnam and Cambodia which 
... spawned a bitter genocidal conflict and a dangerous sparring 
between two Communist superpowers. This is the first - 
т authoritative documentation of the struggle as seen fromal — . 
Sides, including the behind-the-scenes role of the US. — 
"An absolutely first-class book by a first-class correspon- pee 
dent. I know of no other book that will better serve the 
: nterests of historians, and at the same time educate general . 
readers.” — ROBERT SHAPLEN, The New Yorker _ т 
“This authoritative, highly readable narrative moves deftly 
_ from Phnom Penh and Hanoi . . . to Washington . . . to the 
People’s Republic of China (as) Chanda brings the charac- - 
ters to life." — STROBE TALBOTT, Time Magazine 


2 50 black-and-white photographs and 4 maps 3 
496pages $24.95 синий November 
ISBN: 0-15-114420-6 | : 





















By Lincoln Kaye in Calcutta 


two-year legal battle and slanging 
match over control. of a former 
Sime Darby associate could come to an 
abrupt. climax on 19 November at the 
Supreme Court-ordered — and long- 
postponed —- extraordinary . general 
рее (ГОМ) of Shaw Wallace and 
'o. (SWC). As thé government itself 
holds a big stake in SWC, the outcome 
ay also signal the government's at- 
itude to Non-Resident Indians (NRIs) 
buying out foreign shareholders from 
previously — foreign-controlled com- 
anies. 
|. SWC, a century-old Calcutta trading 
house, has turned into a black hole for 
he Dubai-based brothers Manu and 
ishore Chhabria. They have been 
ghting the company's senior manage- 
nt for boardroom representation 
since early 1985, when they bought from 
Sime Darby the remaining 39% foreign- 
quity stake іп SWC for US$26 mil- 
lion. 
Each side declines to specify its own 
expenditure in the battle for boardroom 
control, but each provides identical esti- 
mates of its opponents’ average daily 
utlay on financing costs: Rs 100,000 
$37,760). 
` Leading the fight against the Chhab- 
rias is the company’s chairman and 
managing director S. P. Acharya, a 35- 
ear Shaw Wallace veteran. Acharya 
as served as president of India's As- 
‘sociated Chambers of Commerce, and 





































An Indian summer - 


. The battle for control of Shaw Wallace grinds on 





typifies the personable and politically 
plugged-in professional managers head- 


ing many cf the country's largest busi- . 


ness concerns. Yet he and four other di- 


rectors stand to be ousted if the 


Chhabrias get their way at the EGM. 
Acharya ала his colleagues have also 
been accused, 

ed goverment 


investigations, .. of 


‘siphoning off company assets for them- 


selves. 

The SWC management, for its part, 
has instigated suits charging the Chhab- 
rias with fronting for an India-based 
trade competitor in violation of both 
foreign-exchange controls and anti- 


"monopoly codes. The Acharya camp 


had the courts block SWC's 1985 annual 
meeting pending resolution of the ques- 
tion. 

In straight arithmetic terms, the 
Chhabria case for а boardroom voice 
seems patently clear: though the com- 
pany is ncw more than 60% Indian- 
owned, in accordance with India’s 
Foreign Exchange Regulation Act 
(Fera); the foreign stake is still. the 
single biggest block of shares. 

The stake comprises the entire assets 


‘of R..G. Shaw and Co., the London 


holding company that the Chhabrias ac- 
quired frem the Malaysian’ princi- 
pals of Sire Darby. A further 28% of 
SWC is distributed among government- 
backed financial institutions. The rest 
of the publicly listed. company is 


in Chhabria-initiat- : 





lobbying focus. “It is not just tlfé quan- 
tum of votes that. will matter in this 


ЕСМ,” points out Santunu Chaudhuri, 
“опе of the Shaw Wallace directors the 


Chhabrias seek to oust. "It is also the 
quality of the vote.” no 

If the government, through its- fi- 
nancial institutions, openly: takes a 
stand in the dispute, it will be hard for 


> either party to defy the official will, 


even with a majority of shareholders 
votes. 

Their stand will also be widely read 
as a signal of New Delhi's attitudes on 


‚ such underlying questions as the rights. 


of shareholders versus professional. 
managers and the appropriate roles 
NRI investment and. foreign-holding" 
companies in Indian firms; The ramifi- 
cations could be far-reaching, consider- 
ing India's 100 or so Raj-relic Fera co 
panies with shareholding patterns si 
lar to that of SWC, a 


ficial stance is expected to be 
mined by Finance Minister V. P. 


| himself a couple of days. before the cru- 


cial meeting. Some sources even specu- 
late that the government might decide 
the issue through outright nationalisa- 
tion of the company. And just to make 
sure that New Delhi gets the final say, 
the Supreme Court, in ordering the 
EGM, reserved for itself the right to 
rule on the acceptability of the voting 
results after the fact. 
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205.150 
(US$1.3b) 
3451.91b 
(US$2.8m) 


“Full year net profit forecast at Y 13b vs ¥ 12.56b previously, 
and sales at Y 430b vs Y 450. 12b. 


| Full year net profit forecast at Y26b vs ¥34.74b previously, 
and sales at Y 900b vs ¥955.25b. 


ЖҰЗ | Forecast for full year net profit is ¥12.5b vs Y24.51b| | 
previously, and sales Y 1.80t vs Y 1.82t. 

















insurance premium income fell to А$80т from A$105m 





























































‚ | A$107.31m n.a. 114 
(US$68.7m) (same) |the previous year. Extraordinary loss was A$21.2m vs 
dro i profit of A2. 15m previously. : 
lM$8425m |  -48  |M$558.35m -43 12.56 | The state-owned company expects to be listed on the 
(09932.11) | © |(US$21z.7m) (nil) Kuala Lumpur Stock Exchange early next уейг. 
ii M$86.8m +14 1 М$553пт [+176 np" 20€ | The scheme of arrangement for: restructuring under the 
(US$33.1m) UM "(US$21C 7m) (150) | New Economic Policy is expected to proceed on schedule. 
E S SM | : RN — 
| НК$602.97т T na n.a. Extraordinary gains were HK$11:16m vs previous loss of 
({US$77.3m) °HKS$17.34m. Two-for-10 warrants issue announced. 
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.... Fera companies — with their foreign 
| stakes up for grabs at reasonable prices 
in overseas capital markets — present 
attractive. targets for NRI investors 
who, because they live outside India 
and have unrestricted access to foreign 
"t3vhange, are in an advantageous posi- 

“New Delhi should be pleased with 
 тећ@, according to Kishore Chhab- 
ria. “Аз compared to an 'absentee land- 
lord' abroad, NRIs: have more commit- 
ment to the country. It must be seen as 
bringing company ownership a little 
closer to home." | 

Too close, according to the Acharya 
camp. It charges the Chhabrias with act- 
| ingin concert with Vijay Mallya, whose 
. Bangalore-based McDowell Group 

commands nearly 35% of the Indian li- 
‚ quor market (versus ЗМС” 22%). Mall- 

ya, the story goes, heard in late 1984 of 

.Sime ‘Darby's intention to sell R. С. 
- Shaw. In London's discreet banking cir- 
„ cles, 

Er — the Chhabrias — and cobbled to- 
ther financing for the then US$23 mil- 
lion sale on a 50:50 basis. 

That much of the story is supported 
allusions to intra-bank memos and 
porate boasts by Mallya of his im- 
ng Shaw. Wallace. coup. But be- 
late 1984 and January 1985, when 
deal was concluded; the paper trail 
Ihe the Chhabrias and Mallya seems 
to disappear. A year of hearings in Ban- 
galore has failed to produce any conclu- 
sive evidence to back up charges against 
Mallya. of foreign-exchange violations 
-connected with К. С. Shaw. That is be- 
cause Mallya backed out, according to 
Chhabria camp insiders, when the deal 
began to make waves beyond the Lon- 
don banking world. 

- Acharya got wind of the impend- 
ing sale and dashed to Singapore and 
Kuala Lumpur to plead for a chance 
to submit a counter-bid. Sime Darby 
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Singh: decision expected. 
he sought out a suitable NRI part- — = ыы 












REUTER 


» | ouster, Kishore Chhabria. charges that | 
sa| Acharya and his partisans have also 





i the flim-flam of 


CLB 


failed to probe" beh 
nominee names. 
Chaudhuri challenged the 
order in the Calcutta High Court 
ceedings there have been dragging on 
since late last year, during which time 
| the court slapped a stay on the com- 
| pany's shareholder meetings. Acharya, 
| for his part, declines to talk on the re 
ord about any aspect of the SWC affai 
| on the grounds that the matter is before 
| the courts. It could remain there for a 
| long while, according to legal sources . 
familiar with India's labrynthine appea 
avenues and courtroom backlogs. And 
so far, at least, time has been on 
Acharya's side. NS i 
Not only has he used it to fend off hi 









































































| paved for themselves a golden escape 
route for their eventual departure from: 
SWC. I 















threw R. G. Shaw “п to general tén-. 


der and Acharya bid in association 
with US-owned Nabisco's Singapore af- 
filiate. 

The Chhabrias still won out — 
financing the whole deal on their own, 


he says — but in the tendering process 


the price had ропе up.by US$3 million. 
Thé final price per share came out at 
nearly. twice the counter's then current 
trading price on Indian stock ex- 
changes. 

After losing the tender, SWC's 
senior management countered by seek- 
ing a Company Law Board (CLB) in- 
ашу pending the.outcome of which 

. G. Shaw's voting rights and di- 
vidends were suspended. Eight months 
later, the CLB came out witha report 
exonerating the Chhabrias. All that 
showed, however, according ^ to 
Chaudhuri, was that the CLB “inter- 
preted its mission too narrowly and 


The accusations include: 
> Diversion of funds to subsidiaries for . 
investment in SWC shares for cut-price |. 
resale to company insiders. 
» Investing the firm's money in loss- 
making businesses of board members’ 











relatives. \ 
» Shunting profitable liquor business 
from SWC's own subsidiary to outside 
firms in which SWC directors have in- | 
térests. 
» Phasing out some SWC brand-names 
and selling others cheaply to director- 
related companies. 55 
> Renting ош a floor of the headquarters 
building at about 5% of the going rate. 
These and other allegations are the: 
basis of a continuing CLB investigation; 
now in its ninth month. They are also 
the nub of a broadside sent by Kishore’ 
Chhabria to shareholders a month be- 
fore the EGM, prompting Acharya- 
backers to obtain a gag order from the 
Calcutta High Court. п 
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weeks of decline, with a 796 rise in value, followed by Malaysia 


end were Taiwan and Hongkong. 


HONGKONG: Prices spiralled downwards on per- 
“sistent profit-taking after the previous period's 
dy gains, bringing the Hang Seng Index down 


idex’s biggest fall in 16 months came on the last 
day of the period as selling gathered momentum 
amid an abundance of scrip, with the placement 
by Sun: Hung Kai Properties of 125 million New 
C Town (NT) Properties in New. York, London and 
Hongkong. Turnover continued to bc a hefty 
- HK$963.6 million (US$123.5 million) a day. 


TOKYO: The market tried briefly to rally on 30 
Oct., giving investors a chance to sell. At the end 
* of the holiday-shortened week on 1 Nov., the Nik- 
kei Stock Average closed at 16,836.59 points, 678 
points up on the week before. Volume declined 
markedly, averaging only 429.2-million shares а 
ау. Volume on the last day of trading dropped to 
212 million sháres. Institutions were firmly on the 
sidelines. as though they had anticipated the 0.3 
percentage point cut in the*discount rate an- 
nounced late on 31 Oct. The market was nervous, 
ith prices moving up and down in almost total 
disregard of fundamentals. 


AUSTRALIA: Markets swung wildly over the 
period, hitting new peaks on some days and plum- 
meting on others because of a volatile gold price. 
However, industrial.companies continued to be 
consistent. winners, with the All-Industrials Index 
‘scoring four consecutive record highs on the back 
of keenly sought industrial sectors, such as media, 
- insurance and transport. The. industrial index 
gained 46.5 points on the period to. close at 

2,163.8, while the All-Ordinaries Index. jumped 


26.1 points to close at 1,375.5. 

























_ NEWZEALAND: Sustained strong buying interest 
' kept prices moving ahead. Continuing stories of 

corporáte bid activity have been an important bull 
factor for many months, and a tender offer for 44 
million NZ Forest Products shares at NZ$3.50 
(US$1.80) each by an undisclosed buyer gave sen- 
timent another boost. The price was quickly over- 
bid by speculators looking for a higher offer with 

vestors also turning their attention to other sup- 
posed bid situations, leading.to pricé gains by 
counters. such as Fletcher Challenge and NZI. 
otal volume for the period amounted to 57.94 

ion shares, valued at NZ$153 million. 


SINGAPORE: Early gains were offset by some 

rofit-taking, and selling pressure increased mid- 
way throug ; d às investors became ner- 

ous of the overbought position of the market. 
But good news on the increased allowance for the 
se of Central Provident Fund monies for share 
|. purchases gave the market a shot in the arm. Ma- 
laysian blue chips were also in demand for the first 
time in a month. 2 | 


KUALA LUMPUR: The market started the period 
with a spate of profit-taking but it soon recovered 


he bull run continued for the rest of the 
d : 





points to close the period at 2.258.78. Тһе. 













cessful placement of 52.5 million Malaysian Air- - 


line System shares оп the London market pro- 
vided additional incentive to buy. Tin stocks came 
under selling pressure shortly before » the 
weekend, with selling sentiment spreading to 


other sectors on the last trading day. Fraser’s In- 


dustrial Index finished the period 182.28 points up 
at 3,112.37. Average daily volume was a healthy 
14.56 million:shares, valued at M$25.92 million 
(US$9.87 million). . 


MANILA: Investors flocked to mining counters, 
pacticularly Atlas and Marcopper which had been 
hoiding talks to ease debt burdens. Atlas A closed 
11 2% higher while Marcopper moved up 22.676... 


Average turnover came to P 122.29 million (US$6:: 


million) а day, up 52.2%, on average volume of 
399.2 million, which was down 21.5%. Among 
commercial-industrials, Philippine Long Distance 


‘Telephone. fell 4.3%. The mining index added: |. 


98 46 points to close at 2,231.28, while the com- 
mercial-industrial indicator inched up 5.34 to 
523.55 and the oil gauge rose 0.083 to 1.616. 


BOMBAY: Still reeling fromthe effects of the pre- 
vicus period’s tax raids on leading brokers, the 
mzrket managed to open for only one trading day 
during the period. A government proposal to 
shorten: the required: wait between a company’s 
suecessive bonus issues boosted the BSE Index to 
575.48. But when brokers reconvened for the an- 
nual ritual moorat session on 1 Nov. to mark thé 
‘beginning of the Hindu accounting year, the inau- 
sp:cious developments of recent months cast a pall 
on trading. 


SEOUL: Investors corrected the downward slide 
| of the past weeks to bring the composite index up 


17 21 points on the period to 249.63. Turnover 
rose Won 8.6 billion (US$9.82 million) to Won 
22.29 billion for the 21.47 million shares traded on 
average a day. The biggest jump was in the trans- 
pert sector, up 17.33%, followed by insurance 
which rose 16.6996. 


BANGKOK: Prices continued to gain ground on 
relatively high turnover. The Book Club Index 
clesed the period 4.6 points up from the previous 
firish to close at 166.24. Banking counters and 
Siam Food Products enjoyed steady support. 
Gainers numbered 47 against 19 losers, with 30 
counters remaining unchanged. Volume for the 
резон amounted to 6.12 million shares, valued at 
¿ht 1 billion (US$38.3 million). і 


TAIPEI: In а holiday-shortened, four-day period, 
the market maintained its recent pattern of 


bouncing back and forth across the 1,000-point | 


level on the weighted price index. Profit-taking by 
small investors, originally drawn into the market 
byits recent upward trend, together with concerns 





about. possible higher petroleum prices in the 
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wzke of recent Opec moves; drove thé index down 


32.59 points to close at 978.96. Volumes were: 


dewn substantially from the high levels of the p 
vieus three periods, as transactions averaged 
NT$3.14 billion (US ilion) | 
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А guide to doing business | 


| Тһе re-opening of China to foreign trade 


Western fade: opening up 
the world’s largest potential market. 


Аз Huan Xiang, a member of the Standing - 


ser to the Chinese Academy for Social 
Sciences, explai ned at a conference in Bei- 


-policy of opening up to the outside 
world has become a long-term fundamental 
olicy of the government. The government 
made a decision to adopt special policies 
flexible. measures regarding Guang- 


^g and Fujian Provinces, and later estab- : 


the four Special Economic Zones, 
Shenzhen, Zhuhai, Shantou and Ziamen, 


opened up the 14 coastal cities and Hainan ` 
Island actively enlarged the scale of external 


'chnical exchanges and co- 


Operation, and actively utilised foreign capi- 
tal and made efforts to attract foreign enter- · 
o China to set up joint ventures, 


choperative production projects and áll- 
foreign-owned firms.” 


In 1984, the 14 coastal cities alone signed 


-400 agreements оп utilising direct 
" nvestment and nearly 1,000 agree- 
Tents on taking loans from foreign entities 
for effecting technical transformation, with 
the total amount of foreign capital used con- 
stituting 1.5 times the total direct investment 


of the previous five years, and 2.5 times the. 


This book explains how to do business 
with China by taking advantage of these 
new opportunities. It discusses the 
country's economic performance and po- 

..] tential, the economic geography of the 
| country, the political system, the role, 
volume and channels. of doing foreign 
business, the forms of doing business 

-| and the legal, regulatory and tax environ- 

^ment. 


; „ It also provides practical information on ' 
Же many do's and dont's through the use 
f A lightening case histories. 


(195 pages —- -liberally illustrated with colour plates, maps. md d reptil 


The Authors- 


Robert Delís joined the Far Eastern Есон Revieuwas China Business Сонгра 
dentin 1981 and is a former editorof the Review's China Trade Report. He has al 


^. Robert Delfs 


+ contributed articles to other publications including the London Times, and the China 


Business Review. Based in Hong Kong, Delfs travels frequently in China and the Аза 
region. A graduate of Stanford University, he attended Princeton University as 
graduate student in Chinese history and studied Chinese and Japanese ї in Taipei and 


Tokyo. 


Thomas D. Gorman 
A graduate of Princeton University's East 
Asian Studies Department, Thomas 


; D Gorman began the stüdy of mandarin 
Chinese in secondary school in his home 
town of Wilmette; Illinois. Heis now Pre- 
sident and Publi isher, China Consultants 


International (Hong Kong) Ltd. He has 


“been a Hong Kong resident since 1974 
and began travelling in the People's Res” 


public of China in. 1975 on behalf of 
China Consultants International. 


Owen D. Nee, Jr. 
Owen D, Nee, Jr. is a partner of the inter- 
national law firm, Coudert Brothers; and 


‘fs in. charge of the firm's China practice. 
He is a graduate of Princeton University 


and Columbia University Law School, . 
where he was a member of the Board of 
Editors. of the Law Review, Nee first’ 


' studied: Chinese in the 1960s at the 


Chinese University of Hong Kong while 


Serving as a Princeton-in-Asia Fellow at 
ће University, І : 
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‘| Circulation Manager, Far Eastern Economic Review, | 
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DEVELOPMENT о! ; Они. 1.5 MILES WEST OF SURFERS PARA 


" | This unique opportunity is situated miles (2.3 
*» kilometres) by road from Cavill Avenue, and the 
beach at Surfers Paradise and Southport Central 
Business District. 

It adjoins the Southport Golf Course and is adjacent 
to fully developed and populated residential areas. 
Shopping, primary, secondary and private schools are 
: close by, including the Gold Coast Race Course. 

The land has approximately 200 metres of frontage to 
Meyers Ferry Road and is the only large multi- 
residential development opportunity still available in 
close proximity to Surfers Paradise. 

The próperty is fully serviced. 
The land is zoned Special Residential and Gold Coast 
City Council approval exists. for the development of 

1186 twin. bedroom apartments. А 
Conceptual plans envisage а variety of uses including 
town houses, villas, home units or possible golf ` 
course with residential lots and a probability of a 
commercial content suitable for servicing t the 
development. : 




























Special Project Division, ist Floor, Beachdoniber Building 
OLD. AUSTRALIA. 


E Phone (075) 50 1055 
1:4 Telex РКОССО 43161 
[| Fax (075) 921632 ; 


“Contact: Bill james 
Realty | AIH (075) 52 6682 
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EXECUTIVE COURSE FELLOWSHIPS 






AO N E YEA R M B A RESEARCH FELLOWSHIPS IN ASEAN 
AFFAIRS —— 


| N „Applications are invited for two Research evan. availabi e at the | 


Institute of South А Studi 
- INDUSTRIALISATION STRATEGIES сы dotted 
-FOR DEVELOPMENT AND |  "— M 


Nationals or permanent residents of Thailand and the Philippines are 


THEIR MANAGERIAL IMPLIC. ATIONS геше to apply for the next round of fellowships to be awarded trom 


A PROFESSIONAL DEVELOPMENT PROGRAMME FOR | AB Qualifications: 


ANDUSTRIALISING COUNTRIES' EXECUTIVES : mm the foregoing. preference will be given to those candidates with 
ЖАШ? ) or equivalent qualification, or those with first igh-level 
STARTING SEPTEMBER 11, 1987 experience in ASEAN affairs, and who are in a position to piede their 


Met CONCLUDING SEPTEMBER 8 1988 proposed projects in the stipulated period of each Fellowship award. 
Duration of Award: 
d AT j ] я ja (Each award can be for any appropriate length of time, и to amaximum 
A CENTRATION AREAS: i i period of twelve months. Extension beyond this period will not be 
industrial Policy and Strategy ^ considered. 
uS tegic Management en Enterprise Strategic Design "Focus of Research: 


The area of research can be any topic pertaining to developmental and 
i ioural Implications of the: Strategic Implementation associated problems of ASEAN, with special еп) "phas iis on publishable 
"Managerial Control and information Systems Management research, 


Electives.” uon ; Research Projects: 
: оп the needs and conditions of industiialising Research projects submitted for consideration. should be well thought- 


‹ : ; : l iblein terms К aims and 
n professional development and applied re- out and be a5 comp еле possi pub PME HYMN 


ү Stipend/Housing Subsidy: 

и itution, founded by the Delft University cf Tech- Each Fellowship carries’a stipend апа а housing &übsidy amounting to 
nology, and has than 30 years of experience. in management $$2,300 to $$5. 000 per month, the actual amount provided depends 
“development for ind ising countries. on candidate's qualifications and experience: 










































; Other Benefits: : 

(ки For further information please write too. in addition, travel, research allowances, and medical care are also 
the Head of the MBA Depa bos provided... — ^, OD 

: RVB RYB = Р.О. Box 1439 ; 4 Alt applications, givin details, should b t directly to the respective 

00 AC Delft — The | TE А ASEA à relariat c ncetned. —. i 


|. Colliers House, 60 Hindmarsh Square - 











THE MOST IMPORTANT | 
PROPERTY OFFERING U 
IN AUSTRALIA? 


Myer and adjoining 
properties. 


Rundle Mall, Adelaide. 
For sale by tender. 


Aall; / delaide, is unquestionably the most 
а retail area in Australia and dominating the 
I, is the Myer Department Store, one of the four 

buildings in this exciting package. 


NT Thefour properties 
eing offered are: 


yer Department Store, Rundle Mall 
= *Goldsborough House, North Terrace 
t The Qantas Buil ding, King William Street 
- *Former Shell House, North Terrace. 
an be purchased collectively or in. . 
c specific parcels. 
properties offer an attractive and secure retum > 
GEN for the investor and an opportunity for the developer 
| that can only be described as unrepeatable. - 


Tenders close . 
15 ОесегпЬег 1986. 








- International Property ocultas e | | 
Licensed Agents, МАЕ]. „Т 


Adelaide, SA 5000. Tel (08) 232 
2716 Wing On Centre: 

LE Connaught Road 

Central Fong Kong 

Tel (852) 5-4 


EXECUTIVE APPOINTMENT - 





astern Economie 


The Far Eastern Economic Review is 
looking for an experienced financial 
journalist to be based in Hongkong with 
a brief covering East Asian markets. ` 


The successful applicant must have a 
proven record of. pene dung analysi 
and be able to write crisply on corpol 
and banking topics. 


_ Applications to the Editor, GPO Box 


Hongkong, 


Advertisements 


Reservations Should be 
addressed. to: 


General Sales Manager 
Far Eastem Economic Review 
7th Floor, Centre Point 
181-185 Gloucester Road 
GPO Box 160, Hongkong 

| Tel: 5-734301 — 
Telex: 62497 REVAD HX . 























acau has long been notorious for its 
triad wars and sleazy vice rackets; 
but the latest case. occupying the atten- 
tion of the local Judicial Police (roughly 
equivalent to the Hongkong Criminal 
Investigation Department) seems to set 
"records in homicidal sadism and proba- 
bly cannibalism. 

About a year ago, a dog was found 
merrily running from a beach on Col- 
oane Island with a human hand in its 
“mouth. The Portuguese police searched 
the appropriately named Hak Sa Wan 
(Black Sand Bay) and found not only 
more hands but several feet as well. It 
was clearly a question of a multiple mur- 
der. 

Exhaustive fingerprinting research 
on some 10,000 Macau identity cards 
‚ disclosed that the hand belonged to a 
wóman who had disappeared some 
weeks before from a tiny restaurant 
near the gate dividing China from Macau. 


























‘talks with his cellmates in prison, where 





he is detained while the examining 
magistrate investigates the case, and has 
tried to commit suicide. ; 

The suspect has claimed he served up 
the human bodies in the restaurant, 
which s»ecialised in barbecued pork 
dumplings, beef dishes and duck. 

Desp:te speculation that he might be 
trying to establish grounds for a plea of 
insanity, the suspect — who under Por- 
tuguese criminal procedure may not be 
named uatil brought to trial — has pro- 
vided tte most simple explanation. 
After str pping off the flesh and organs, 
human bones can look much like those 
of anima s when dumped in the garbage 
can. Heads could be used to make soup, 
and the skulls smashed — according to 
the speculation of the neighbouring 
food-stal owner interviewed by the 
REVIEW. 

Macau's garbage is mostly deposited 








| 





_| Black Sand Beach where hands and feet were found, 


dd 





She was one of a family of 10, including 
five children, and their servant. 

When they simply disappeared, а 
middle-aged Chinese’ man known’ to 
have been friendly with them took over 
their restaurant — The Eight Immortals 
Noodle Shop — and told neighbours the 
| family had emigrated to Taiwan. No- 

с body felt obliged to make further in- 
quiries. 2. 

For three days the restaurant was 
osed, with a notice on the.door saying 
..the management was on holiday. Dur- 

ing that period, the Macau police be- 

lieve, the man hacked off the hands and 
{ее оше 11 peo had most proba- 
bly poisoned ata Family meal оп the first 
storey of the small building. | 
Traces of cyanide were found on 
Black Sand Beach, and poisoning is the 
only likely manner in which a single per- 
воп could have killed 11 people more or 
less simultaneously. The mystery is still 
what happened to the heads and torsoes 
: of the murder victims. A possible ans- 
































| The Outlaws of the Marsh. Traditional 






wer has been provided by the suspect in: 


опа seaside mound, where some of it 
slips dowr into the sea and is carried by 
a man-made tidal tunnel in the direction 
of Black Sand Bay. The fact that only 
hands and feet were found suggests that 
the suspect found another way of dis- 
posing of tae larger human parts. 

The bay is an isolated, gloomy place, 
punctuated with the water-filled cais- 
sons of an abandoned plan to build a re-. 
sort hotel :here. The beach — black for 





no obvious reason — is strewn with rub- |. 


bish, and в not to be confused with the 
larger beach of the same name under- 
going tourism development. 
C annibalism evokes intense horror. 
among people who have not eradi- . 
cated it as a means of nutrition and tri- 
bal aggrandisement. But in China there 
is a small but well-established tradition 


of cannibalism — as described in the fa- 
mous tradicional novel Water Margin or 











Chinese medicine propounds the use of 





"tuberculosis: And as in other cour 








the blood and organs of executed crimi- | ^. 









nals for numerous ailments, ir. | 


the eating of children in times of far! 
is not unknown. 

An important aspect of the M 
hortor story has been the unp 
cedented three-way collaboration of ti 
Macau, Chinese and Hongkong polig 
in its investigation. The suspect 1 
wanted by the Royal Hongkong Polic 
for questioning concerning a murdt 
committed there in the 1970s, and th 
Canton authorities sent a forensic tea: 
to Macau to help in the investigation. 1 

Meanwhile, negotiations on Macau] 
future have proceeded amicably, wif 
the Chinese and Portuguese sides appa” 
rently agreeing that the reversion ot 


Macau to full Chinese sovereignty ue 
















































|. be set several years after the similar prO- 


cedure for the much larger and ecogom- 
ically more important Hongkong. ^ 

This makes sense for all concerned. 
It has always been axiomatic thajea 
economic crisis or severe sdurity 
breakdown in Macau could panic in- | 
vestors in Hongkong and lead to a capi- | 
tal flight which would bankrupt boththe | 
foreign-administered territories on the 
South China coast. 

There is also the problem of Macau’s 
gambling industry: can a socialist China. . 
tolerate the casinos and other forms of ' 
crime-associated gambling activities if 









‘Hongkong is to be, as before, restricted 


to horse-racing and the lottery? i 
The. experience of police coopera- | 
tion even over such an isolated crime as — 
the Black Sand Bay murders ma 
foreshadow an era of still closer mut 
help in arresting suspects in various”. 
crime cases, whether they have sought 
refuge in China or vice versa. Highly © 
placed Chinese officials have said that 
Hongkong citizens who commit crimes 
in China shall be convicted under the 
latter's laws, and vice versa. A similar | 
arrangement with Macau. is clearly 
needed. & 

In the mass-murder case, the real 
breakthrough for the police came when 
a Macau Chinese-language newspaper 
published a front-page account of the 
crime, naming the suspect. This enabled 
the police to arrest him as the likely 
murderer when. he tried to hail a taxi to 
escape through the gate to China. 

The most ironic casualty of the whole 
affair has been:the Macau police’s chief 
fingerprint expert — who thumbed 
through so many files of prints that his 
own thumb is now stuck rigid and he will 
need an operation to have it remedied. 

C00 075 0856 David Bonavia 
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The Grand Canal, Vem 


Morc in a Kida, it's a celebration of life. 


If you love things Italian wait until you've tasted 
them in Italy. There's so much more to love 

and life. The fashion, the food, the wines, the music, 
the scenery, the architecture, the works of art .... 


it’s more than a holiday, it's a celebration of 


life itself. But don't just come to Italy. Come to 
Alitalia's Italy. We can show you Romeo and Juliet’s 
balcony in Verona; let you sigh on the 

Bridge of Sighs in Venice; gaze in awe at 


Michelangelo's *David' in Florence; sit where 
Roman Emperors sat in ancient Rome; point you in 
the direction of the most elegant boutiques. We'll also 
give you more direct flights to Rome and help you 
plan the best money-saving ‘Intermezzo Italia’ tours. 
This year, come to Italy with Alitalia 

and celebrate life Italian style. For information, 

see your travel agent, or Alitalia for our free 
“Intermezzo Italia’ brochure. 


Alitalia 

















*unchallenged authority! 


There is no doubt amongst leading top management as to which publication 
is considered the most authoritative in the region on coverage of Asian busi- 
ness affairs. It's the Far Eastern Economic Review by an overwhelming 
majority! 


*unparalleled influence! 





No other publication in Asia or anywhere for that matter provides such 
depth and breadth of coverage of events throughout the region. Don't just 
take our word for it. Ask the people you look up to and respect the most 
which publication they turn to for unparalleled coverage of Asian news. 
The overwhelming response will be the Far Eastern Economic Review! 


Since January of 1974, the Review has grown in size from just over 20,000 
copies per issue to its present circulation of more than 64,100 copies рег i 
issue. 


*unequalled performance! 


Мо other publication in the region can match its performance. In fact the 
: iew's circulation has grown by a number larger than the total present 
irculation of any of the publications which started during the years in 

estion. 


/ growing number of advertisers have taken full advantage of this impres- 
. Sive growth. The Review has increased its ad page volume from 1,458 in 
.. 1978 to 2,593 in 1985. 


| Advertisers know beyond question that the Review reaches the highest 
. concentration of Asia's most important people. And they know that as an 
effective advertising vehicle, its performance is unequalled. 











FarEasternEconomic 
XN | 


* 


SRG Executive Surveys — Asian Executive Study Unparalleled influence in Asia. 





tips of your fingers? 
Fifteen years ago, we used in the Concorde technologies never previously seen in a 
дө а аас {ө [ө aircraft. 
oday, the Airbus remains at the cutting edge of technology. The proof. shortly the Airbus 
2O will be introduced. The first of a new generation of safer, more efficient aircraft. 
\ irbus A3 flying by wire" will replace the conventional aircraft controls, 
за asier for ће pilot. In terms of comfort, safety and flight monitoring. 
, means of a sidestick controller, the pilot can transmit extremely precise commands 
Bhd check they've been carried out on a visual display-part of an entirely new concept 
n cockpit instrument panels designed to make ail flight data easily апа immediately 
available to the pilot. 
At Aerospatiale, together with our partners, high technology is our stock-in-trade. That's 
ow we meet both the interests of the passengers and the economic requirements of the 
hirlines. And that's what makes Aerospatiale special. 


>; aerospatiale. 
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Preserved Eggs with 
a thousand years 
. history from Anhui 


“Preserved eggs in China have 
over a thousand years history. 
| From being served as a snack to 
a delicious gourmet, its varieties 
and special flavours have always 
been a favourite dish. 


The different flavours of pre- 
served eggs we carry include: 


Sweetened preserved eggs 
Preserved eggs with hard yolks 
Salted duck eggs 


CHINA NATIONAL CEREALS, 
OILS AND FOODSTUFFS IMPORT 
AND EXPORT CORPORATION, 
ANHUI BRANCH 


imp. and Exp. Building Jinzhai Road, 


Hefei, Anhui, China 

Tal: 60179 

Cable: CEROILFOOD HEFEI 
“Telex: 90010 AHLYS CN. 








Plant Feeding Stuffs 
from Anhui Native 
Produce Branch 


Anhui 15 abundant with agricul- 
tural growth. One of the main 
exports is feeding stuffs with 
varieties such as: 


Dried taro slices 
Rapeseed cakes 
Cotton seed cakes 
Groundnut cakes 
Sesame cakes 
Soybean dregs 
Rice bran 

Wheat bran 

Grass meal 
Leaves теа! pelled 


Orders and inquiries are most 
welcome. 








CHINA NATIONAL NATIVE 
PRODUCE AND ANIMAL BY- 
PRODUCTS IMPORT AND 
EXPORT CORPORATION, ANHUI 
NATIVE PRODUCE BRANCH 


Hefei, China 
Tel: 61580 
Cable: ANHUITC HEFEI 





- Telex: 90013, 90036 AHTC CN 








imp. and Exp. Building Jinzhai Road, 


and ensure your copy each week. | 
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SURFACE MAIL RATES 
Country 3months 
Hongkong HK$105.60 
US$19.50 
Elsewhere £13.50 
A$24.00 
.. plus the Asia Yearbook 


Make the Asia Yearbook part of your Review 
subscription. Simply tick the relevant врасе їп 
the coupon below and automatically receive the 
Yearbook, It gives you Asia minus the mystery. 
Minus the myth. A country-by-country survey of 
Asia. Everything from Finances & Currencies to 
Politics and Social Affairs. The only "d 








medium of its kind. 


Rate: Soft cover US$24.95 or HK$195 (or 
the equivalent in local currency). Add the 
Yearbook cost to your subscription rate shown 
above, and send the total, with the completed 
coupon. 


Please enter my subscription for 
{Л 3 months Ui 6 months CI 1 year 
[2 Please include the Yearbook at extra — 


USS$24.95/HK$195. For airmail delivery, 
please add: USS7/HK$55 


Payment of is encloser 
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paradoxically. nothing to do with luc} As a resu ТА" 
From the be ;, nearly forty years ag 'yve companies in the world, with 
ys been an rst in the a significant contribution to Korean GNP and exports 


| never have gg there without › hel; 





They know that. wherever in the wi they eturT versea es у use our investment 
мите commercial or investment banking services, only anking capability in corporate finance. floating rate notes 
пе bank has the strength, size and global netv | and interest rate swaps — 2 recent swaps alone were to the 
eliver the best solution quickly, without bureaucracy ne of USSI9 million 
nd with perfect co-ordination Its a great partnership. And the moral of the story is 

Our 24-hour trading in the world's foreign jit like particles in a laser beam 


changes gives all their companies the highest рх ssible Stick together and you'll go a long way 
st | © . b 5 ) 
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"Amsterdam Schiphol 
is expanding 
its one terminal concept? 


“To stay the blueprint 
for the world’ best airp 


E it 


3 KLM's home base, Amsterdam Airport Sch phol, 
_ has started a ten-year expansion plan. The aim? 

— Т maintain its reputation as the world's favourite aizport. 

р The first stage: a completely new pier. 
© Connecting directly with the rest of the airport building. 
Making the single terminal concept more spacious. 

More comfortable. 
1 Keeping éverything -including the world's l: rgest 
— bargainfilled tax-free shopping centre- under one roof. 


"| Thanks to this, Schiphol remains the logica. and 


f 3 S . E^ | £ D . . . = < 
; тАУ = ы way to get there. The Reliable Air line KL. РЛ 


Royal Dutch Airlines 
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Ў SAMSUNG 


Оса! Sogpüer tor Video Products 


М бе SBE Asiar Games 


triving Together 


Samsung believes in partnerships — strengthening 
relationships with proven partners, and gaining new ones 
Now, during the Asian Games, many Asian countries 

have come together to compete in harmony. 
Differences have been put aside. Records are being broken. 

Samsung's Asian partners are pulling together to take 
the lead in the race for high-tech dominance in the world 
of consumer electronics and home appliances. 

We continue to count on you and the latest members of 
our team to break s 
records of our own 

records for business 
partnership and mutual {1 4 
growth х 

With your dependable 
performances. and our 
continuing teamwork, 
we can all come in first 





Samsung Electronics’ sales agents 
from the Asian zone invited to Seoul 
for the Asian Games. 


SAMSUNG 


Electronics 


BAUME & MERCIER 


GENEVE 
1830 
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The symbol of your success... Baume & Mercier. 


MALIBU... joining the Baume & Mercier collection of elegant jewelry 
creations. The meticulously-crafted 18K gold case and bracelet — 
combining highly-polished and brushed finishes — are in perfect 
harmony. 

Available also with diamond and ruby-set dial. Superb examples of 
Baume & Mercier’s continuing dedication to the aighest standards of 
watchmaking and jewelry craftsmanship. 

Ultra-thin quartz movement. Water-resistant to 50 metres. 


Baume & Mercier. The symbol of your success. 


AD. 
BAUME & MERCIER 


GENEVE 
1830 


Showrooms & Service Centres: Hong Kong: Shop ISA&B Edinburgt Tower, The Landmark, Queen's 
Road, Central - tel. 5-222339. Singapore: 0923, 581 Orchard Road, HEX 02-26/27, Hilton International Singa 
pore - tel. 7328055. Thailand: BANGKOK 10500, The Time Midas CO LTD, 89/7 Bangkok Bazaar Rd, 
Rajdamri - tel. 251-2783. Philippines: METRO MANILA, La Elegancia Jewelry, Makati Commercial Center 
Shoemart Bldg - tel. 882962. Malaysia: KUALA LUMPUR, G4-5 Grounc Floor, Plaza YowChuan, Jalan 
Pekeliling - tel. 2438350. Indonesia: JAKARTA, Liberty Watches & Jewellery G42-43, Ratu Plaza, Jalan Raya 
Jenderal Sudirman - tel. 711998. Japan: TOKYO, Heiwado Trading CO LTD. No 8, 1-Chome, Higashi-Azabu 
Minato-Ku - tel. (01) 5861818. Hawai: HONOLULU 96814, Jewel Galler*, 1450 Ala Moana Blvd, 2201 
Taiwan: TAIPEI, Hoover Watch & Gift Co. Ltd, 83/5 Sec. 2 Wu-Chang Street - tel. 3611911, Australia: 
NORTH MELBOURNE, Vic. 3105, Swiss Anglo Agencies, 12-14 Leveson S. reet - tel. 03-3291833. For infor- 
mation in South Korea: YONGSANKU-SEOUL, Euro Fashion CO LTD, 44 Nodel Mansion. 302-45 Ychon 
Dong. tel. 798-9521-5 
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Different angles 


Your articles on American Chinese by 
Frank Viviano and Mark Thompsor 
[COVER STORY, 16 Oct.] are very infor 
mative as well as factual. But one thing 
would like to point out is that not all o 
the so-called Overseas Chinese have 
their feet overseas — be they in the US 
or Europe — and their heads and heart: 
in Asia. 

As an historian interested in Chinese 
history who also happens to be borr 
an Overseas Chinese, I could be like 
just any European historian interestec 
in Asian affairs, or an American histo 
rian who is interested in European af- 
fairs. The difference might be that I am 
able to see the culture and history from 
both angles. Michael Woo, the young 
politician, might be like many of us cos 
mopolitans or like any American who 
interested in and cares for other cu 
tures, not to mention American affairs. 
West Germany F. M. Liu 


Minority view 


Your feature on Malaysia's New Econo- 
mic Policy [25 Sept.] was fine. How- 
ever, it would have been better if it hac 
covered the NEP's failure to look after 
non-bumiputra (such as Indians) who 
are as disadvantaged as the bumiputra, 
and the indifference of the Chinese- 
dominated private sector to non- 
Chinese aspirations. 


Melaka, Malaysia K. P. Samy 


Biased criticism 


I would like to comment on what I see as 
the stupidity of a rightwing press that 
constantly and arrogantly parades — 
proudly dressed in the emperor's new 
clothes. 

Book reviewer Richard West gave 
completely biased and uninformed criti- 
cism [9 Oct.] of Chris Mullin's The Last 
Man Out of Saigon. I cannot refute or 
confirm the quality of writing in the 
book mentioned because I have not 
read it, but the scorn and obvious prop- 
agandising of your reviewer I can re- 
mark on. As a subscriber to your 
magazine for several years, I have only 
felt on two previous occasions that your 
magazine was losing its relative objec- 
tivity to the extent that it might not be 
worth subscribing to. 

As a politically experienced leftwing 
economist, I have been forced by my 
more powerful capitalistic “leaders” to 
“not force my point of view” on to the 
public. I have to survive and keep my 
family together, so I comply. I live in a 
country that is supposed to be more tol- 
erant of leftwing activists than most 
countries in Asia. Still, I am forced to 
keep quiet about what I believe. This 
does not mean that I have to believe 
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journalists who are not as committed to 
living in a well-fed and egalitarian world 
4 | as I am. 

Incidently, I am beginning to find 
Hamish McDonald's bias a bit hard to 
handle, too. Where does he get his in- 
formation — Geoffrey Blainey? As to 
his spread on the Northern Territory — 
how embarrassing! All the fabulous 
ventures he mentioned as economically 
booming are being heavily subsidised by 
the Northern Territory government or 
are bankrupt. Most of what he had to 
say was out of date when it went to press. 
I used to think McDonald was an as- 
tute analyst but I'd better go back and 
read his Indonesian information again 
now that I’m more informed from wider 
| sources. І do sometimes think the 
— 1 REVIEW should stick to *Western dip- 
lomatic sources" for its information. If it 
must be politically biased towards the 
Right, it should spread disinformation 
The | like the pon spy writers it 
AT appears to emulate. 

Executive = Sag Diana Rickar 
Floor. Northern Territory 
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express check-in, concierge and personal butler, | | miniscences Бу political leaders, 
a private lounge serzing complimentary REVIEW directors and the magazine's 
continental breakfast and cocktails. correspondents, past and present. 
At Hilton Interrational we take I read avidly the praises heaped on 
the business traveller up to a new level. the REVIEW by the various personalities 
The Executive Hoor. whom I believe must have been called 
It’s all part о? the service upon to give their messages. I believe 
Eie зә EVE that it is merely coincidental that they 
Bangkok all have only good things to say of the 
Brisbane* REVIEW. ; ; 
Hong Kong With such a big readership there 
Kuala Lumpur must be quite a few readers who are not 
Osaka enchanted with the REVIEW. Why are 
Petaling Jaya not these people invited to comment ? It 
Sidney a seems to me that the REVIEW is as re- 
Tokyo strictive as the governments it ofte 
- criticises for allowing only favourabl 
"Opening tate 1986 comments to be published. 
Selangor Yaakub Hassan 


Congratulations on 40 years and an ex- 
cellent publication. I have come to 
greatly appreciate the content and qual- 
ity of the generally unbiased and infor- 
mative insights into Asian and Pacific 
Basin affairs and trends. Such is my 
faith in the REVIEW and the region that I 
believe your magazine has a bright fu- 
ture. 

It is a pity that direct individual 
equity investment is not possible. I sup- 
pose Hongkong Bank and Dow Jones 
will retain a tight grip on their invest- 
For reservations, call your ment. However, I suggest that partial 
travel agent, any Hilton dilution through listing on, say, the 
International botel or | Stock Exchange of Hong Kong would 
Hilton Reservation be an excellent means of promoting the 
SURE. ARS JOT дЫ REVIEW, providing capital for the ex- 


: Anniver i 
~ TRAVELLER UP WHERE шу ий 
Executive Floors А “ x > 
pansion you seek and further increasing | 


| The REVIEW on its 40th anniversary de- 
profitability. | 


НЕ SHOULD BE. | voted a large portion of its 23 October 
HILTON INTERN ATION AL og Indonesia psc cde | 








Exclusive accommodation, separate issue to messages, comments and re- 
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BLACK LABEL COMMANDS MORE RESPECT А, 
2 - (29 YEAR OLD · 


E 
JOHN WALKER & SONS LTD. SCOTCH WHISKY DISTILLERS, KILMARNOCK, SCOTLAND. 


|: an ideal world, last-minute measures At ScanDutch, we believe these are 


would be forbidden. Consumers the moments when you'll appreciate us 
would buy in predictable patterns most. Thanks to an abundant supply of 
instead of unforeseeable waves. And containers, we generally can put a unit 
rather than taking eleventh-hour steps at your disposal within hours. For ship- 
to fill rush orders, you ments that not only have 
could plan for them to be there in a hurry but 
long in advance. The dy | also require special hand- 
“ideal”, however, is pre- | ling, we'll lend you the 
cisely that – the way быр ypa ted. Fa js irs MEN support of a ScanDutch 
you'd like events to Të.: 5-8921808 Stowage Advisor. 
unfold, not necessarily the way they On the receiving end, you'll like the 
take place. speed with which your goods are 

For instance, what manufacturer discharged and brought to your doorstep. 
hasn't worked into the night to fill a So when you can, plan ahead using 
last-minute request for his product? For — ScanDutch's reliable fixed-weekly sail- 
that matter, what consignee hasn't wait- ing schedule. And when you can't, call 
ed “patiently” for his goods to be clear- us anyway. We know how demanding 
ed through customs? your business can be. 


WE HAVE THE MOST DEMANDING 
CUSTOMERS IN THE BÜSINESS 





















ndonesia's President Suharto, after two decades in 






tion.for a further five-year term from 1988. The REVIEW 
examines Suharto's legacy of the New Order government. | 
with reports from Jakarta bureau chief Shim Jae Hoon on 
the increasing problems the ruling Golkar political group 
faces from the depressed economy and a more aware and 
lemanding population; possible successors to the presi- 
ent, and the restrictions on the opposition in the run-up to 
next year's parliamentary elections. Academic Harold 
Grouch analyses. the recent executions of long-detained 
i Cover illustration by Lui Mo Ping. | 

| 


















68 
China's private entrepreneurs аге 
worried about their future in the face | 
of the country's economic slowdown. | 
| Numbers are falling at a time when | 
| Peking is looking to the sector to pro- 
vide new employment opportunities. 
Page70 — 
South Korean. companies push 
offshore in ever-increasing numbers | 
to. beat growing protectionism in 
overseas markets. 


Page 72 

Singapore's economy begins to move 
again but the government insists that 
austerity measures must be. con- 
tinued. 


Page 73 

Japanese electronics giants are mov- 
ing more production centres abroad 
to counter the strong yen's impact. 


85-89 | 
india missed the boat when the ship- 
ping. industry moved towards con- 
tainerisation, and is now trying to for- 
mulate a programme to bail out its 
shipping sector and prepare ship- 
owners for the future. Meanwhile, in 


sition MP J. B. | 
loses his seat in parlia- | 

one-month prison. 
sentence after his appeal to the Sup- 
reme Court is rejected. 


oup in Manila, 
ing since early 
ле underlying poli- 


AP 


"Prime Minister Nakasone, 
after some diplomatic snags, gets 
back to the business of wooing his 
|'' tighbours with a trip to China and a 
"reception for visiting Philippine Presi- 
dent Aquino. i ; 





29 
South Korea says Pyongyang’ s plan 
to build a massive hydroelectric dam ` 
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near the border poses а кишу etd атна зё 
threat, _ ping of excess tonnage. 
32 


Page 103 

Malaysia’s White Paper on 24 depo- 
sit-taking cooperatives, the assets of 
which were frozen earlier in the year, 
finds only three are solvent. 


Page 104 

Australian magnate Rupert Murdoch 
moves closer to a global media net- 
work with the purchase of a big stake 
in .Hongkong-based South China 
Morning Post. But many questions 
have yet to be answered — including 
future. plans of SCMP shareholder 
Hutchison Whampoa and the ultimate 


7 Tha Prime Minister Prem's indecisive 
leadership, coupled with political in- 
fighting and threats of mounting com- 
munist unrest, has led the army to 
take a higher profile. 


The race issue simmers again in Ma- 
laysia despite hasty efforts to put the 
lid on it. 


Page 36 
Taiwan's new opposition party holds 
its first national convention, posing a 
direct challenge to the ruling Kuomin- 
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power, last month announced he would accept nomina- | y 
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| Brunei: The sultan's chosen теп... 
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| (Backpage Letter: Kupang 














Singapore: A 

Calendar o proceed | 
Guam: Corupt practices nei 
Philippines: Rumours ina hothouse sinnu; 
Diplomacy: The personal touch - 
South Korea: Damning conclusions. - 

Kim's compromise 
Pakistan: Factional riots rage ; 
Thailand: The shadow over Prem ..... 

The communist conundrum. 





















Malaysia: A melting pot simmers: 
Taiwan: The opposition's party 
Cover story: Breaking old ground а. 
Minority political parties face struggle 
for votes LL e 
Searching for signs of Suharto’ $^ 
successor: 
Postponed executions may! have poli 
mes 
Foreign relations: Backtoihe old 
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Воот for the rich 
Cinema: 'A homeless waif huddled in the rags 
of omer glory ui 





Policies: China's private dilemma 
investment: New lands to conquer for 
South Korea 
Economies: Singapore's dainty - 
pirouette 
Companies: Towering timbers 
Industry: Sanctuaries from the yen аа 078, 
Ма : Stoking Japan's home ев. n 
Shipping: India's bureaucratic робат 
-.Preferential treatment? - 
Dilatory dockyards 
Weighing anchors in Geneva 
Finance: White Paper, black sheep in 
Malaysia ; 
Media: First past the post 
"No bears for Rupert 
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Vietnamese talks offer 
rebuffed by rebels 

A quiet Vietnamese move late 
last month to initiate talks. Бе» 
tween the Hang Semrin regime 
and the Cambodian resistance 
' coalition led by Prince Noro- 
dom Sihanouk has been rebuf- 
fed. Through the intermediary 
of Austrian diplomats, Viet- 
nam suggested to Sihanouk a 
meeting between: representa- 
“tives of the Phnom Penh gov- 
ernment and the three coali- 
-tion partners. 



















Asean officials were encour- 
ged by what appeared to be 
; Hanoi's first clear readiness to: 
‘talk to the Khmer Rouge, the 


nouk. reportedly declined 
> offer and wanted direct 
"talks between Hanoi and the 
coalition. 


Hongkong, Basic Law 

The entire Chinese Constitu- 
ion will be effective. in the fu- 
ture Hongkong Special Ad- 
ministrative Region when the 
erritory reverts to Chinese 
i sovereignty in 1997, but sece 
1° tions dealing with socialism will 
not be applied. A Basic Law 
|. ; Drafting Committee sub-group 
"decided on these recommenda- 
17 tions after meeting in Shen- 
j| zhenon 10-11 November. 

— Emily Lau 


Ershad lifts martial law 

and revives constitution 
Bangladesh President H. M. 
Ershad lifted martial-law гше оп 
10 November after four-and-a- 
half years and revived the sus- 
;pended constitution. The pro- 
clamation lifting martial law 
ollowed soon after the national 
. assembly (parliament) passed a 
bill legalising all actions, re- 
forms and laws effected by the 
military regime since 1982. 
Ershad said he had fulfilled 
his 1982 pledge for transition to 
democracy, but oppositionists 
criticised the bill and said they 
uld work for the dissolution 
е parliament апа the top- 


































ment. 







aysian Government 
‘backs down on journalist 
The Malaysian Government 
decided on 6 November to con- 
cede the case against expelled 
journalist Raphael Pura fol- 
lowing the Supreme Court rul- 








Although some US and | 


alition's communist faction, | 


ng of the Ershad govern- 
—S. Kamaluddin 
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|. tion for Regional Cooperation 


league John Berthelsen should 


‘have been given a chance to de- 


fend himself before being 
asked to leave. Both the Asian 
Wall Street Journal correspon- 


dents had their work permits. 


revoked on 26 September on 
security. grounds and sub- 

sequently challenged the im- 
migration order. Pura is ex- 
pected to return to Kuala Lum- 
pur soon to resume his duties as 
the Journal's Asean economics 
corréspondent. The newspaper 
has applied to the High Court 
for leave to 
sion of its pub 
three months, effective 27 Sep- 
tember. — Suhaini Aznam 


UN envoy plans 

trip to Pakistan 

UN troubleshooter Diego Cor- 
dovez heads for Pakis:an this 
month in a renewed bic to nar- 
row differences between Is- 
lamabad and Moscow over a 


— Мауап Chanda | time-frame for Soviet troop 


withdrawals from Afghanistan. 
The issue is the final barrier to 
a UN-initiated peace package 
aimed at ending the seven- 
year-old conflict. Before Cor- 











|Cordovez: renewed bid. 


dovez’ departure, the UN Gen- 
eral Assembly adopted for the 
eighth time a resolution de- 
manding the withdrawel of oc- 
cupying Soviet troops. 

— Ted Morello 


Madras cracks down 

on Tamil ists 

On 8 November, Tam Nadu 
police raided several camps of 
Sri Lankan Tamil militants and 
captured large quantities of 
arms. They. also put under 
house arrest several top milit- 


— ) 





| ant leaders in Madras. The de- 


tentions were likely to last until 
after the 14-17 November sum- 
mit of the South Asian Associa- 
















in Bangalore, . — Mohan Ram 


ing on 3 November tha: his col- | 


quem the suspen- | 
ication permitfor | 


BUSINESS 


Malaysian tin ramp 

cost М 5 million 

The Malaysian Government 
announced it had lost about 
M$660.5 . million ^ (US$251.9 
million)-in its unsuccessful at- 
tempt to corner the tin market 
from June, 1981 to February 
1982. Prima Industries 
Minister Datuk Lim Keng Yaik 
said on 10 November that 
Maminco, the government- 
owned company used as a front 
for the ramp, incurred M$247 
million in actual trading losses, 
M$306 million in interest paid 
to government-owned Bank 
Bumiputra Malaysia, M$101.5 
million in. foreign-exchange 
losses and M$6 million in ad- 





ministrative costs. Lim said the . 


losses had been offset to the ex- 
tent of M$451.5 million in in- 
creased government revenue, 


including about M$117 million 


recovered through increased 
duty revenues, and increased 
tin exports which earned the 





country a further M$270 mil- 
lion. ~~ Nick Seaward 


Foreign central banks to 

The Australian Government 
has decided to let foreign cen- 
tral banks and government in- 
vestment agencies buy Austra- 
lian fixed-interest securities for 
the first time, a move it hopes 
will. deepen’ the market for 
local bonds and favourably af- 
fect long-term interest rates 
and the strength of the Austra- 
Нап dollar. While central banks 
will have unlimited access and 
immunity from Australian tax, 
state agencies. with functions 
beyond central banking will 
have to negotiate limits with 


(the central bank) and give as- 








surances they will be a “stable 
holder” of Australian assets. 
— Hamish McDonald 


Shanghai opens forex 
market for investors 
Shanghai's weekly Foreign Ex- 
change Adjustment Centre 
opened on 5 November to help 
ease the difficulties overseas 
investors have had in trying x 
convert -local | currency 
foreign exchange. Only Sino- 
foreign joint and coopera- 
tive enterprises and 100% 
foreign-owned investments 
are eligible to buy and sell 





be set at the Bank of China's 
posted selling rate, but sellers 











of foreign exchange can add a 


















the Reserve Bank of Australia 





in the centre. Swaps must 








compensation fee of up to Rmb 
1 per US dollar, yielding an ef- 
fective’. exchange тае of 
US$1:Rmb 4. m. 


















hilippi je! 
presentatives of 
83 commercial- 


passe on 8 November over the 
interest rate to be applied to 


105$3:6 billion in loans Manila 


hopes to reschedule. Citibank, 
which accounts for the biggest 
share (11%) of the Philippines’ 
outstanding commercial debts 
of USS$14.5 - billion (tote 
foreign debt is US$26 billion) 
refused to go along with the 
Manila petition to peg the in- 
terest figure at the rate Mexico 
got from its Citibank-led cred- 
itors -- 0.8125 percentage 
розы over the London inter- 
nk offered rate. Sources 
suggest that an agreement, 
covering debt repayments 
through 1992, will be reached 
before the end of the year, 
when OECD-loan reschedul- 
ing talks are slated and a new 
Paris Club aid consortium 
meeting is expected. 
— Jose Galang 


Wah Kwong creditors: 


agree on rescue plan 


Ап agreement to reschedule 
troubled Hongkong shipping 
group Wah Kwong's US$860 
million debt was finally signed 
on 12 November — thé rescue. 















plan’s cut-off date — by Ban | 


of Tokyo Leasing, the last oi 
the group's 51 creditors to ac- 
cept the scheme. Details of the 
plan, to be released later, in- 
volve cutting back: Маһ 
Kwong's fleet Бу а: іга to 
about 40 ships. 

Meanwhile, on 12 Novem- 
ber only one creditor — 
Japanese trading house Toyo 
Menka Kaisha (TMK) — was 
known to be opposed to a plan 
to save Hongkong's giant Tung 
group. The Tung rescue in- 
volves trimming its US$2.6 bil- 
lion débts —— to some 120 cred- 
itor groups in more than 500 
loan agreements —- by a com- 
plex mixture of debt-to-equity 





conversion, note issues, new 









capital for part of the group, an 
overall capital reduction and 
the creation of a simplified cor- 
porate structure. Tung's finan- 


эсас advisers were confident 


that TMK would be persuaded 
to sign — Michael Westiake 







































PRESS CONTROLS | 

Owners of the Malay-language daily 

newspaper Utusan Malaysia have 

ed to buy a 30% stake in the 

sh-language daily The Star. The 

move by Utusan, which is controlled 
by the United Malays National 

~ Organisation (Umno) — the 

dominant partner in the ruling 

National Front coalition — may have 

implications for press freedom in 

. Malaysia. The Star is at present 

| controlled by the Malaysian Chinese 

г Association, another coalition 
partner. Apart from election times, 
The Star has managed to maintain а 

| reasonably independent editorial line 

from the Umno-controlled 
| newspapers, which include the 
ew Straits Times. : 




























and 
Ministry of International Trade and 
| Industry (Miti) is attempting to widen 
its administrative responsibility to 
| include data-transmission services 




















launched by the electric-power 
companies. Tokyo Electric Power 
Co. has received permission to 
operate telecommunications services 
in the Tokyo area and this business 
will fall under Miti’s jurisdiction. The 
Posts and Telecommunications 
Ministry, however, is resisting any 
attempt by. Tokyo Electric Power Co. 
to connect its data network with any 
other regional services, A nationwide 
data network operated by Tokyo 
Electric would effectively give Miti a 
slice of the Telecommunications 
Ministry's authority. 


US SHIPS WELCOME 

[^ = Pakistan’s port of 
; Karachi will 
receive ships of 
the US Navy's 
Indian Ocean 
fleet on a regular 
basis. President 
Zia-ul Haq 
agreed to the 
regular visits 

2а ' during Defence 
(I LÀ Secretary Caspar 
Weinberger's visit to Islamabad last 
month, provided ће US maintained - 
a low profile while in port. The 
aircraft carrier USS Enterprise, which 
dockedin Karachi in March, was 
expected to return to port this month. 
Although several Indian Ocean 
littoral states, including India, allow 
US Navy ship visits, Karachi would be 
the fleet's closest port of call tothe 
Gulf. Of the Gulf countries, only 
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. Oman allows the US Navy docking 


| rebels near the Thai border have dealt: 





| revenue as falling by more than 70% 









facilities. 


KARENS' TRADE CUT 
Unrelenting Burmese army : 
operations over the past three years 

against the strongholds of Karen 





















а crippling blow t 


e insurgency's 
economy. The re 


s, struggling to 







north, were cut off. However, a 
at the new site, about 50km вош 
Wang Kha, is justa fraction of the 
former border trade. The Karens 

have traditionally relied heavily on 
taxation from the border trade and - 
some estimates put the border-trade 





















over the past three years. 


LOCAL LAWYERS ONL 
The British advocates and solicitor: 
firm of Freshfields has had its lic 

to practise Singapore law revok 
because it was undertaking too much 
local business, There wasno. 0 
suggestion of malpractice on the part 
of the firm. Freshfields was allowed 
to set up a local practice in 1980 wj 
the authorities were debating 
whether to.allow in such firms and, 
‚во, whether they couldtake on. 
Singapore legal cases. About 18 
months later, they decided that © 
foreign firms should only conduct ^ 
offshore legal work. - 






























Martial law was lifted in the country (0 
Nov.). | 


CHINA 

^ American sailors, from: the. US Pacific 

Fleet; went on shore leave for the first time in 

communist China (6 Nov.). Japanese Prime: 

; Minister Yasuhiro Nakasone arrived on an 

‘official visit (8 Nov.). 
HONGKONG 


Intetnational publishing magnate Rupert 





», South China Morning Post Ltd (7 Nov.). 





с Farooq Abdullah took office as chief minis- 
ter of Jammu and Kashmir (7 Nov.). A police 
"spokesman said guerillas from five main Sri 
Lankan militant Tamil groups were briefly de- 
"tained for questioning in Tamil Nadu and sei- 
zure of large quantities of arms from militants’ 
homies and offices was reported (8 Nov.). 


INDONESIA 


Suharto bestowed the national 















Murdoch. acquired a substantial stake in | 








hero award on the late president Sukarno (9 
Nov.). : 


JAPAN ; А 
Philippine President Corazon Aquino ar- 
rived on an official visit (70 Nov.). 


MALAYSIA 

The Asian Wall Street Journal said that 
Malaysia had conceded that the expulsion of 
correspondent Raphael Pura was unlawful 


«and he would now.return to work in Kuala 






Lumpur. The newspaper added that it had 
filed an application in the High Court to 
quash a three-month ban on its distribution 
in Malaysia (8 Nov.). 


PAKISTAN 

_A Foreign Ministry official rejected a 
Washington Post report that Pakistan had 
tested a triggering device for a nuclear 
weapon (5 Nov.). : 


PHILIPPINES : 

Australian Primary. Industries Minister 
John Kerin arrived on an official visit. (6 
No 


. Armed forces chief Gen. Fidel | 


| 
| 
| 
| 





“thousand exemplary prisoners were beingre- ^| 


' prison facilities for more than 1,200 students 











Ramos ordered а major offensive ара 
communist guerillas after ceasefire talks be 

tweeri the government and rebel negotiators 
broke down (17 Nov.). owe 


SINGAPORE 4 

Opposition. MP J. B. Jeyaretnam wa: 
jailed. for one month on charges of making 
false declaration of the Workers 
counts (17 Nov.). 


SOUTH KOREA Pe 

The spokesman of the Council for the 
Promotion of Democracy, Han Kwang Ok, 
was arrested. for handing out anti-govern- 
ment leaflets, police said (9 Nov. ). One 









Party's ac 
















leased on parole early to make room. in 






arrested in connection with the seizure of. 
Konkuk University buildings; it was report- 






_ed (11 Nov.). 




















Surat Osathanukroh, implicated in a 
series of financial scandals, resigned as com- 
erce minister (б Nov.). 
























‘By Michael Malik in Singapore 


ayo have exhausted every legal 
; remedy. The law must take its 
course,” pronounced Justice Lai Kew 
Chai in the Singapore Supreme Court 
n 11 November — thus ending the five- 
year pertiamentery tenure of J. B. 
 Jeyaretnam, one of o 

.members against 77 from the ruling 
People's Action Party (PAP). 

Lawyer Jeyaretnam, who had been 

; representing himself on the last after- 
noon of the hearing, left the court with a 
police escort to start a month-long 
“prison sentence for having made a false 
‘declaration — which the judge said 
amounted to perjury — in bankruptcy 

roceedings involving his Workers’ 
(WP) in 1982. T GG 
tit. was not the prison sentence 


















































fine of $$5,000 (US$2,283) imposed 
by. Lai at the end of the appeal hearing 
"the previous day being more than the 
:8$2,000 (or two years imprisonment), 
above which a- person is disqualified 
rom holding. a seat in parliament. 
nder the constitution, his seat au- 
"tomatically becomes vacant and he is 
_ barred from “standing for parliament 


ment is removed by the president. 
Having been found guilty of a crimi- 
-nal offence implying a character defect, 
' Jeyaretnam might also be struck off the 
‘legal rolls or suspended from legal prac- 
псе under the Legal Profession Act. 

` и was almost exactly five years be- 
fore the court hearing, on 31 October, 
1981; that Jeyaretnam, at his sixth at- 
empt, won a parliamentary seat, іп a 
` by-election for the Anson constituency, 
dramatically transforming the previous 
84% poll for the PAP into 48%, while 
himself snatching 52% of the poll. 
; This unexpected reward for persistence 
“put an opposition member in parlia- 














nly two oppositon: 


nich was the blow to Jeyaretnam. It was | 


again for five years unless this impedi- | 
Democratic Party, was the fact that the 

















ment within a we 


ment for she first time in 15 years. | 


It was to prove a watershed for the 
political lif» of the republic. The com- 


_ placency of the ruling PAP was shaken. 
А period of serious self-analysis ensued. 


The party admitted faults and made 


many strermious efforts to improve not | 


only its imzge, but its responsiveness to 
the public. The younger generation of 


Jeyaretnam loses his seat and goes to prison 


| 
| 


PAP leaders, preparing to take over | 


from Prime Minister Lee. Kuan Yew, 
acknowledged that a new style. was 
needed, and acted accordingly. 


But this was not enough to reverse | 


the trend against the ruling party at the 


next generel election in December 1984 | 


— with a serious economic downturn 


being no help to the. government. | 


Jeyaretnam, despite his often-bungled 
attempts te confront the government, 


appeared te have broken a psychologi- | 


cal barrier among voters, who in thé 
past often had hesitated from voting 
against the PAP. He was returned at 
Anson with an improved majority, giv- 
ing him 56.8% of the votes against a 
hand-picked PAP opponent. 


that of a second opposition candidate, 
Chiam See Tong of the Singapore 


overall PAP vote slipped from 75.5% in 
1980 to 62.0% in 1984. 

The end of Jeyaretnam's parliamen- 
tary career. at least for the time being, 


| came unexpectedly and from an un- 


likely quarter: a court case which had its 
Origins as ^ar back as 1972, and ap- 


‘peared no immediate threat to him, 


though it hes cast a long legal and politi- 
cal shadow over almost all his time in 
parliament. The case involved the bank- 
ruptcy of his party because it could not 
pay legal expenses over a failed libel 
case long before he was in parliament. 
And it was the root of accusations 


More- 
striking then Jeyaretnam’s victory and 


against Jeyaretnam that he had abused 
parliamentary privilege by impugning 
the political independence of the 
judiciary in comments on the transfer 
from the bench to the Attorney-Gen- 
eral's chambers of the district judge who 
originally acquitted him on the charge. 

These accusatioris led to a change in 
the law on parliamentary privilege, and 
the findings of a select committee on 
whether Jeyaretnam was guilty of abus- 
ing this privilege are still pending. If the 
findings went against him, he coul 
have been jailed or fined or suspendeu 
from the house. 

But ironically, the real threat. came 
from the appeal by Jeyaretnam himself 
and Wong Hong Toy, respectively the 
secretary-general апа chairman of the 
WP, against conviction and sentences of 
three months’ imprisonment — which 
would not have disqualified Jeyaretnam 
from parliament. Justice Lai, in reject- 
ing all the grounds on which Jeyaretnam 
and Wong had appealed: the lower 
court's verdict, also rejected their ap- 
peal against séntence. But not only that, 
he took the opportunity which the hear- 
ing afforded him to redress what he later 
said he felt was “a manifestly in- 
adequate" sentence by varying it from 
three months’ imprisonment and. no 
fine, to one month’s imprisonment and 
a S$10,000 fine, thus disqualifying 
Jeyaretnam from parliament. 


А" immediately after the’ ne 
sentence was announced оп 1. 
November, Jeyaretnam's counsel, Sub- 


‘has Anandan, applied in chambers to 


point out that at the time the district 
court passed the original sentence last 
year, $$5,000 was the maximum fine 
which could be imposed, Only in March 
this year was the maximum fine open to 
the district court increased to $$10,000. 





1972: The Workers’ Party (WP) sues 
People’s Action Party MP Tay Boon 
Too for alleged defamation at an elec- 
tion rally. The case fails because И can- 
not establisa the exact words spoken by 
Tay in the Chinese Hokkien dialect. 
The WP also loses appeal and costs of 
8$17,101 ( 537,809), plus interest at 8% 
annually until full payment made, are 
awarded to Tay. 

January 1982: Tay demands full pay- 


| 
| 
| 
| 
| 





February 1982: Тау successfully 
applies to the High Court to be allowed 
to seize the party's assets in an account 
in the Bank of China. Only S$18.47 
found in the account. 









May 1982: Tay applies for the appoint- | 


ment of a receiver. 

June 1982: Receiver appointed. 

July 1982: The WP accounts submitted 
to receiver. 


August 1982: Jeyaretnam and Wong | 
sign a voluntary declaration that the ас- | 























Lai then changed the fine in chambers 
to 535,000. 

The next day, hearing a motion for 

leave to appeal verdict and sentence to 

he criminal court of appeal on pus of 
.aw, Lai rejected a claim that his origi- 
nal fine was illegally imposed and that 
he had no right to change it. He argued 
that he had intended to impose the 
maximum allowed. Anandan argued 
the judge had failed to explain in any 
way why he was varying the original sen- 
tence, neither stating whether he found 
it. “manifestly excessive" or  "in- 
adequate," but again the judge rejected 
this as grounds for appeal. 

Again Anandan tried to argue that 
the changes in the sentence did not obvi- 
ously make it more or less severe, since 
in default of the fine, the appellants 
would have to serve one month's impris- 
onment each, making only two in all. It 
was only Jeyaretnam's status as an MP 
which made the imposition of the fine 
harsher on him, Anandan argued, but 
the judge said he clearly had found the 
sentences inadequate and refused to 
grant leave to appeal. 

In rejection of the appeal, he said 
-hat Jeyaretnam and Wong, having 
fraudulently removed роба from 
the creditors of the WP (offences on 
which they were found guilty and three 
times fined $1,000 each in previous pro- 
ceedings), had made a false declaration 
that the party accounts truly and fairly 
reflected transactions, in the full knowl- 
edge that they had "suppressed all refer- 








ences to the receipts and subsequent 
disposal of the proceedings" of three 
cheques which had been paid to the 
party by supporters and not put into the 
party funds. 

The offence was worse in the case of 
Jeyaretnam, he said, because he was an 
advocate and solicitor, and an officer of 
the court. Noting that at the earlier trial 
the two had failed to present any mitiga- 
tion before sentence, he said: *I have 
serious doubts if they are remorseful at 
all." 

Anandan later read a brief statement 
by Jeyaretnam — which Lai had refused 
permission to be read in court — in 
which he thanked “the thousands" who 
had prayed for him since the case 
started. “He is not bitter and he does 
not want his supporters to be bitter. To 
the people of Anson, he says: Don't 
worry. He will return in triumph," 
Anandan said. 

Anandan said that he would con- 
tinue with legal efforts to change the ap- 
peal court's decision and verdict, but 
was unclear as to what moves were open 
to him. Legal sources felt there was little 
prospect of reopening the case. 

Politically, the future also is unclear. 
Parliament presumably will declare the 
Anson seat vacant, but there is no time 
limit for the calling of a by-election to 
fill it. Before the final day's hearing, 
Jeyaretnam said that there had been no 
consideration at that stage about who 
might contest the seat for the WP if he 
was disqualified. п 





counts are a "fair and true view," of 

arty accounts, 

ugust 1983: Jeyaretnam and Wong 
are charged with making a false state- 
ment and fraudulently transferring 
party funds to thwart creditors. 
January 1984: Senior District Judge 
Michael Khoo acquits both on the false 
statement charge and two defrauding 
charges, but convicts them on another 
defrauding charge and fines them 
$$1,000 each. 
May 1984: Chief Justice Wee Chong 
Jin hears state appeal against Khoo's 
verdict and trial. 
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April 1985: Wee, in his judgment, or- 
ders a retrial in the false-statement case 
and reverses previous acquittals to two 
convictions for defrauding creditors. 
Two fines of S$1,000 each imposed. 
September 1985: At the retrial, Senior 
District Judge E. C. Foenander finds 
Jeyaretnam and Wong guilty on the 
false-statement rte and sentences 
them to three months' imprisonment 
each. 

November 1986: Justice Lai Kew Chai 
upholds conviction on appeal but varies 
sentences to one month's imprisonment 
and fines of $$5,000 each. 


GUAM 


Corrupt 
practices 


Indicted governor loses 
re-election bid 


By Karl Cates and Bart Stinson in Agana 


G uam voters ousted their incumbent 
chief executive on 4 November 
when 58-year-old Democratic Gover- 
nor Ricardo J. Bordallo lost his bid for 
re-election after a campaign in which his 
indictment by a US federal grand jury 
became the main issue. Bordallo lost to 
Republican territorial legislator Joseph 
F. Ada, 42. 

While Guam's electorate has never 
voted an incumbent back into office, 
Ada's victory margin was the widest 
ever in the US territory's 16-year history 
of electing governors. But the campaign 
was not a typical one for the island, 
home to major US military outposts as 
well as a mixed ethnic bag of some 
100,000 civilians. 

Bordallo, а Chamorro native of 
Guam, was indicted on 3 September by 
the grand jury on charges of bribery, ex- 
tortion, conspiracy to obstruct justice 
and witness tampering. The jury, com- 
posed largely of locals, charged that 
Bordallo had peddled the influence of 
his office in exchange for thousands of dol- 
lars in illegal campaign contributions. 

Bordallo reacted to his indictment by 
accusing the US Justice Department of 
"racism and even colonialism," charg- 
ing his prosecution was politically calcu- 
lated. The governor's trial is set to com- 
тепсе on 1 December and he could 
face up to 20 years in prison if convicted. 

The indictment's timing and Bor- 
dallo's reaction quickly became central 
campaign issues. His re-election bid was 
not helped by revelations that he em- 
ого territorial police officers to work 
with his private attorneys gathering evi- 
dence for his defence against the federal 
charges. Subsequent allegations against 
and admissions of corruption by Bor- 
dallo's associates also contributed to his 
political demise. 

Challenger Ada, also a Chamorro, 
campaigned on a platform of “honesty 
and integrity,” promising to bring 
tighter procurement practices to the 
local government and praising the US 
Justice Department for its fight against 
local corruption. He also stressed fed- 
eral-territorial cooperation. 

Lieut-Governor Edward D. Reyes 
told Guam's only daily newspaper that 
the federal government and the local 
press were responsible for the Demo- 
cratic administration's ouster. 

Local lister Joe Dizon said: 
“Не beat himself. Bordallo became the 
issue." ü 








| 
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PHILIPPINES 


Rumours in a hothouse 


Talk of military coup is a sign of political tensions 


By James Clad in Manila 


Ne tension pervading Manila up to 
and after President Corazon 
Aquino’s departure on 10 November 
for a four-day visit to Japan provides a 
ood measure of just how much the 

hilippines has yet to stabilise more 
than eight months after the end of two 
decades of Marcos rule. By 12 
November, most sources still thought 
the danger of a coup by the Armed 
Forces of the Philippines (AFP) was 
overplayed, despite a barrage of local- 
ress rumours amplified abroad by the 
oreign media. 

Rumours that military disaffection 
was boiling up into a coup swept the 
capital in сану November, fanning fears 
of open revolt that have grown almost 
daily since Aquino's 21 October meet- 
ing with Defence Minister Juan Ponce 
Enrile. In the past several months En- 
rile has become increasingly critical of 
Aquino, especially her peace dialogue 
with the communist insurgency and, 
more recently, her promotion of a draft 
constitution which, if ratified by plebis- 
cite next February, will entrench her in 
power until June 1992. 

Unquestionably, military disaffec- 
tion does exist. Publicly it centres on an 
alleged “soft” government attitude to- 
wards the communists, but military men 
are agitated just as much by career ad- 
justments following the February re- 
volt. As the grumbling has become 
more audible, AFP chief of staff Gen. 
Fidel Ramos is playing middleman be- 
tween Aquino and the military factions. 

Tensions reached fever pitch in the 
week before the president left for 
Tokyo. By 4 November a rudimentary 
plot had begun to take shape, revolving 
around the arrests of ministers most dis- 


liked by the military — notably 
Aquino’s executive secretary Joker Ar- 
royo, Local Government Minister 


Aquilino Pimentel and Labour Minister 
Augusto Sanchez. 
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Several middle-ranking officers told 
the REVIEW they had “documented 
proof” that Pimentel, Sanchez, Arroyo 
and Arroyo’s deputy Fulgencio Facto- 
ran all belonged to or had close ties 
with the Mational Democratic Front, 
an outlawed front organisation do- 
minated by the Communist Party of 
the Philippines. Top officials in 
the United Nationalist Democratic 
Organisation, the political party of 
Vice-Presicent Salvador Laurel, share 
that perception. 

At one social gathering on 4 
November, various officers ran through 
a list of likely arrests, using the phrase 
“God Save the Queen” as a codename. 
A common assumption here is that any 
move against the government must still, 
on accoun: of Aquino’s popularity, 
avoid appearing as a direct challenge to 
the preside tt and instead present itself 
aS a move to rescue the government 
from the conmunist danger. 


1" Britain the monarch acts as the: 
symbol of authority and legitimacy but 
other people do the real governing. 
That way of “using” Aquino has some 
appeal to aspiring politicians here. 
Aquino is cften described as “reigning 
but not rul ng," though the truth lies 
somewhere in between. 

In what was seen as a confirmation 
that some genuine plotting had occurred, 
Ramos issu2d a tough statement on 6 
November — after talking to nearly all 
the 12 military region commanders in 
the country — warning that any move 
by the military would be “destabilising 
and bloody.” The next day Aquino 
casually dismissed the coup rumours. 

On 9 November her advisers grew 
worried agam. In a welcoming speech to 
a world deatal congress, Aquino put 
some bite mto her hitherto carefully 
downplayed reactions to plots, real or 
imagined, against her government. She 





said the people would not listen to a 
“few self-appointed messiahs,” but 
warned that, “if it should be necessary, 
however, I shall once more ask you to 
take to the streets.” 

Public remarks like these lent cre- 
dence to the view that, this time, a coup 
was really in the offing. The mood 
spread to some ministers who spoke pri- 
pue about possible arrests. Some po- 
litical figures kept packed suitcases in 
the back of their cars. Pimentel and San- 
chez happened to be abroad and their 
absence added weight to speculations. 

In this hothouse political climate, 
tensions rose further when a former 
communist, now an AFP officer, 
claimed that a bombing 14 years ago, 
used by Marcos to justify the martial- 
law proclamation, was the work of the 
communists. Manila has been shaken in 
recent weeks by a succession of un- 
explained bomb explosions. 

Manila's press has played some pai 
in aggravating tensions and the foreigii 
media has also spotlighted Enrile's ac- 
tivities. The willingness of many senior 
AFP officers to speak with the press on 
the record, if not always for attribution, 
has also fuelled expectations of a mili- 
tary-led move against the Aquino re- 
gime. 

But while the tempo of open military 
criticism had increased, military sources 
cautioned that the present tension 
amounted to “just another step in a pro- 
cess that began in February." One of 
Enrile's deputy defence ministers also 
remarked on 9 November that "the pre- 
sident is now paying the price for having 
been too lenient on officers joining 
former senator Arturo Tolentino’s 
abortive coup d'etat last July." 

Another observer, a Marcos-era 
minister, said: "What the press sees as 
an imminent coup, we see as psy-war." 
The same source dismissed the “simplis- 
tic interpretations" of some observers 
"who describe the present situation as .. 
struggle between the queen of democ- 
racy [Aquino] and Darth Vader [the vil- 
lain in the movie Star Wars]." By 11 
November, Ramos was busy playing 
down suggestions that an Enrile-backed 
coup had been in the offing a week be- 
fore. Mere “rumours,” he said. 

However, below the tensions on the 
surface, sharp political lines are being 
drawn. These result from: the impend- 
ing February plebiscite with the militant 
Left urging its ratification; the pose 
ity of an early ceasefire with the com- 
munists, and a sense of drift within 
Aquino's government. Also looming 
ahead are the local and national assem- 
bly elections. 

In particular, the ceasefire talks have 
stalled, largely over disagreements on 
the length of the truce — the com- 
munists want 100 days, the government 
only 30. By 11 November, Ramos had 
ordered the AFP into action in two Luzon 
provinces, a sign of increasing the pres- 
sure before a ceasefire is signed. п 
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DIPLOMACY 


The personal touch 


Nakasone woos his neighbours after embar-assing setbacks 


By Charles Smith in Tokyo 


AN seeing his public image dented 
by a number of mishaps and blun- 
ders — often of his own making — in the 
months following the 6 July general 
election, Japanese Prime Minister 
Yasuhiro Nakasone went back at the 
beginning of November to the job he 
does best: building bridges to neigh- 
bouring Asian countries through per- 
sonal diplomacy. 

A two-day visit to China on 8-9 
November, the official purpose of 
which was to open a youth centre fi- 
nanced by Japan, seems to have done 
much to clear away unhappy memories 
left by sacked education minister 
Masayuki Fujio's public defence of the 
Japanese massacre of civilians in Nan- 
jing during World War II, besides help- 
ing to win Chinese understanding of Ja- 
panese moves to improve relations with 
the Soviet Union. 

Talks held in Tokyo on 10 November 
between Nakasone and Philippine Pre- 
sident Corazon Aquino were less fruit- 
ful — if only because the Japanese side 
evidently believed it could not respond 
fully to Philippine requests for greatly 
increased aid and investment until the 
political situation in Manila stabilises. 
Despite this, Nakasone's lengthy ses- 
sion with the president yielded enough 
ipse of help to save her from going 

ome empty handed. 

Pending agreement on a new regular 
aid programme, Aquino was promised a 
special ¥40.4 billion (US$247.9 million) 
loan to finance a badly needed electric- 
power generating plant. Aquino's fail- 
ure to bring with her the large group of 
businessmen who accompanied her on 
an earlier visit to Washington saved the 
Japanese side the embarrassment of 
having to stall on specific foreign-invest- 
ment proposals. Instead agreement was 
reached on the despatch of a mission to 
discuss both aid and investment. 

Japanese officials claimed that de- 
layed agreement on a new regular loan 
package to the Philippines — the 14th in 
a series of annual programmes — re- 
flects the Philippines’ failure to use the 
bulk of the 13th regular loan package, 
which was finalised immediately after 
Aquino's accession. 

Doubts about how much to give, and 
about the life expectation of the Aquino 
government, almost certainly constitute 
even stronger reasons for delay. But the 
Japanese side nevertheless seems to be 
correct in claiming that the Philippines 
needs to straighten out its side of the aid 
relationship before qualifying for 
further assistance. 

In contrast with the predominantly 


economic content of the Aquino visit, 
Nakasone's two days of talks with top 
Chinese leaders ranged over a wide var- 
iety of regional and global political is- 
sues. On relations with the Soviet 
Union, the two sides sought to assure 
each other that no surprises were in 
store, though Nakasone's code phrase 
for caution vis-à-vis Moscow — a prom- 
ise not to seperate economic from politi- 
cal issues — may not have entirely con- 
vinced the Chinese that a new relation- 
ship with Moscow featuring stronger 
economic ties is not in the making. 

On the Korean issue, Japan asked 
for and obtained Chinese acceptance of 
the need for North-South talks but 
failed to extract any reaction to a propo- 
sal for a resumption of four-power talks 
on the reunification of the peninsula — 





to be attended by the US and China as 
well as the two Koreas. 


Chinese stalling on the four-power 
issue deprived Nakasone of the chance 
to claim that his visit had led to a break- 
through in relations between Seoul and 
Peking, bu: this may not have discour- 
aged him from further attempts at medi- 
ation. Japan hopes to use its influence to 
ensure Chinese attendance at the 1988 
Seoul Olympics, with or without partici- 
pation by North Korea. 


ssues such as the Fujio incident and 

controversial official visits by mem- 
bers of the Japanese cabinet to the 
Yasukuni Shrine — where Japanese war 
dead are buried — which had been ex- 
pected to figure prominently in Naka- 
sone’s Peking talks, may not in fact have 
been touched on more than obliquely. 
However, һе Chinese said enough in 
their public comments during the visit to 
show they are not worried about 
Nakasone’s stance on such matters. 
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In a speech at a banquet on 8 
November, Chinese Communist Party 
General Secretary Hu Yaobang praised 
Nakasone for “correctly understanding 
the feelings of the Chinese people” and 
added that the presence of “some peo- 
ple” who lack such understanding did 
not matter much. 

Chinese leader Deng Xiaoping was 
even more vague but no less cordial in 
his public pronouncements, talking en- 
thusiastically of a “grand plan” to im- 
prove Sino-Japanese relations that 
might take up “the next 100, or perhaps 
the next 1,000 years." Deng's and Ни 
urbane remarks to Nakasone, though, 
did not prevent Hu from warning against 
a resurgence of Japanese militarism in a 


speech at the opening of the Peking * 


uth centre. Nor were the Japanese al- 
owed to forget that ordinary Chinese 
still retain bitter feelings about the 
war. 

If Nakasone was able to win gene 
ally tolerant understanding of tl. 
Chinese leadership over political issues, 
the same may not necessarily have been 
so during talks with Premier Zhao 
Ziyang over the lop-sided economic re- 
lationship. At a meeting with Zhao on 9 
November, Nakasone was reminded 
that China does not consider the current 
bilateral trade imbalance — estimated 
at US$4 billion for 1986 — to be toler- 
able. Zhao also reiterated China's point 
that Japan's investment in China — 
6.6% of the total number of foreign 
joint ventures as of early 1986 — is de- 
risory when compared with its stake in 
China's foreign trade, around 25%. 

In reply to Zhao, Nakasone evi- 
dently repeated the stock Ministry of In- 
ternatonal Trade and Industry (Miti) 
position that the trade imbalance is due 
very largely to China's failure to deve- 
lop suitable export products. But 
Zhao's protests about the inadequate 
level of Japanese investment produc ` 
a more concrete response. On his retu: 
to Tokyo, Nakasone was reported to 
have ordered Miti to study the reasons 
for the low level of investment and to 
ME ems measures to promote it. 

reviously, Miti officials had de- 
scribed themselves as being neutral on 
the investment issue, while in fact sym- 
athising with the reasons which have 
induced Japanese businessmen to avoid 
etting too closely involved with 
hina's industrialisation plans. 

Nakasone's insertion of his personal 
influence into the debate over Sino-Ja- 
panese economic problems may not 
change the attitudes of private business 
overnight — especially given the recent 
lack of enthusiasm of businessmen in 
other countries for investing in China. 
But the prime minister has shown be- 
fore that he can break through the 
bureaucratic complacency surrounding 
the handling of trade problems. If this 
happens in the case of China, the two 
countries could be one step nearer to a 
stable business relationship. п 
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SAPPHIRE GLASS, A CLASSIC FACE, THE LUSTRE 
OF ENAMEL. A DUNHILL WATCH PRECISELY. 





At Dunhill the studied art of the craftsman has always been seen as an essential of good 
design; whether the material worked is a precious metal or soft leather. Dunhill has become a hallmark 
not just of inherent British values but of quality the world over. 
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The Dunhill Watch. Behind the sapphire glass there is a classic face. And this has been meticulously 
enamelled and highly polished to give a deep and brilliant lustre. This watch 15 not only elegant but durable, being 
shock resistant and water resistant to a depth of 30 metres. In short, a Dunhill watch precisely. 
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ALFRED DUNHILL'S PHILOSOPHY 


IT MUST BE USEFUL.IT MUST WORK DEPENDABLY.IT MUST BE BEAUTIFUL 
IT MUSTLAST.IT MUST BE THE BEST OFITSKIND 
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To ensure success in 

the application of industrial 
technology, you need a partner 
. who knows how 

їо utilize hidden potential 








Energy technology Hong К Sin Australia 

Deutsche QU Group Deutsche bein Group енше Babcock Australia Pty. Ltd. 
Davionmantalengineetiag 5 5O Box 6305 10-01 PO. Box 57, NSW 2065 Syd 
Process engineering Tel. 8104848 Tel. 7345039 Tel. (2) 4392311 
Mechanical engineering Tlx. 60764 Tix. rs 26870 Tix. 20756 








~ AA 


TTT 


ТЇТЇНЇ 


Hn 





Whether it's a question of 
developing energy, food or raw 
material resources, environ- 
mental protection or machinery 
for industry, our technology 
points the way to a more secure 
future. Advanced systems pro- 
vide the means for generating 
electricity even using what may 
have previously been consid- 
ered unutilizable fuels. Systems 
which ensure that agricultural 
produce can be processed so 
efficiently that actual food out- 
put is seen to increase for a 
given pre-process input. Systems 
which ensure optimum raw 
material processing. Systems 
which transform waste and 
refuse into energy or high-qual- 
ity biological fertilizer. 
Employed at strategic points 
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along the production chain, 
they can make an enormous 
contribution to reducing costs 
and improving quality. 


just a few examples of the tech- 
nical and economic advan- 
tages offered by our range of 
products. And you can add to 
these our willingness to work in 
close cooperation with local 
experts and companies, to pass 
on our know-how and to commit 
ourselves to long-term under- 
takings. Babcock is worth look- 
ing into - why don't you ask for 
some more detailed informa- 
tion? 


Deutsche Babcock AG 
Postfach 100347 
D-4200 Oberhausen 1 
Fed. Rep. of Germany 


BABC@HcCK 


DEUTSCHE BABCOCK AKTIENGESELLSCHAFT 


New PC Convertible 


The one for the road. 
No-compromise computer 
performance anywhere. 


* Compact and lightweight 
for use at your desk 
or on the road 
*High-contrast pop-up 
LCD display, removable 
if you want to plug 
in a colour monitor 
*'Two 3.5" diskette drives. 


Each stores twice as much 


as larger disks. 


IBM JX 


Our most affordable 
personal computer. Loadec 
with advanced technology. 


el ses 3.5-inch diskette 
technology for greater infor- 
mation storage and better 
protection against fingerprin 
and scratches 

* Bright colour screen for crisp 
presentation graphics - 

* Optional expansion unit can 
house 10 Megabyte hard disl 
or 5-1/4” diskette drive. 





How your 


IBM Authorised Dealer 
supports 


a family of five. 


















IBM Personal Computer New Personal Computer XT New Personal Computer AT. 


‘The original. Flexible, The office standard. Faster and more powerful. 
. powerful and proven reliable. Now better than ever. For people who need 
: < eldeal first computer to help *New 20 Megabyte hard disk information in a hurry. 


with mailings, estimates, stores twice as much informa- *Greater processing speed, 
© ledgers and much more tion as before — up to 10,000 33% faster than before 
г еЕаѕу expansion lets you add pages of double-spaced text *30 Megabyte hard disk for 
more memory and features as * Convenient new keyboard for greater storage 
you need them faster and more convenient *New keyboard layout both 
ast library of compatible data entry typists and managers will 
». software applications. eLp to 640K of memory with- appreciate. 


out expansion boards. 







Your IBM Authorised Dealer would like you business needs and recommend the 
to meet the family. The IBM family of combination of hardware and software that’s 
personal computers. Five PCs that work inde- nght for you. Right from the start. 


pendently or as a team to make your business 






run more smoothly. Whether you’re just starting out, or looking 
к to expand your current system, see your 
Our dealers support the PC family with IBM Authorised Dealer. HERMES 
information, service and advice. Before and T mr mmm 
after the sale. They can analyse your And welcome to the family. == =7= 


| ite amp character licensed by Bubbles Inc. sa. TBM ка registered trademark ofthe Internationa! Business Machines Corporation. 


"Lingan' ship roars out of Mingo..." From Flash Gordon Comic Strip, 1939. 





Once, gearing a company for the 21st Cen- Aeroquip, Vickers and Sterling Engineered Prod- 
tury would have counted as long-range planning. ucts —manufacture thousands of products other 

But the next century is next door now., manufacturers need. Some $1.4 billion worth. 

And any company that wants a signifiean: Equally to the point, in our businesses (power 
place in the future has to consider whether its and motion control, and plastics) were market 
businesses, literally, have a future. leaders. 

At TRINOVA, we began thinking about the Well, as leaders, we've begun applying cer- 
future some time ago. And it's reflected in the tain principles that мете convinced will become 
corporation we ve become, and the products more and more a part of manufacturing. 
we make. Meaning what, exactly? 

You see, our operating companies— Absolute quality, for one. Customers always 


tporation (T. 
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looked for quality. But nowadays, they insist on it. 

And there's the principle of cost effectiveness. 
Which involves not just making products that con- 
tribute to our bottom line, but to our customers' 
bottom line. 

Finally the pursuit of technological excel- 
lence. À pursuit that goes beyond the factory floor, 
into every corner of our corporate life. 

If these principles made sense before, they'll 
be even more crucial in the future. 

Which is why we feel the urgency about mak- 
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ing them part of our thinking and our products. 
The Twenty-First Century is, after all, only 
14 years away. 
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Report from 
Number One Wall Street 








th century China, Sung Dynasty. Ink cn silk. 
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The art of personal banking. 


How Irving Trust meets the special 
needs of individuals who command 
significant wealth. 


Our purpose is to help our clients preserve, use and enhance 
their wealth. Discreetly and effectively. 

To achieve this goal, we bring the resources of a major interna- 
tional bank, whizh has served individuals of means for more than 
130 years. 

Our method is to practice the art of personal financial manage- 
ment, as well as the science. Which means that we recognize the 
individual needs of each client, then orchestrate a wide range of 
products and services to meet those needs. In personal banking, 
investment management and fiduciary services. 


For your convemence, we have offices in Hong Kong, Melbourne, 
Osaka, Singapore, Taipei, Tokyo, London, and New York. 


Irving Trust 
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The exchange that guarantees the future. 


“ulking about the future has become making light work of all convention- Г 77 77 om m ™ eem xu min 














-ery fashionable. Very fashionable al exchange functions as well. Eu Е 
and very easy. New products and Developing such an advanced і MD 110 Communications System. і. 
new systems are tipped as systems exchange has taken us a long time | H Please send me information about other р. 
2 y Ericsson telecoms products : 
of the future. But since only time (110 years in fact) but then the E t Pease artangetor yout representative vl 
will tell which claims are valid, our MD110 is going to define the state of | ^ юса і 
established track record as a tele- the art for a pretty long while. So і і. 
communieations front-runner is, why not find out more about what i і 
admittedly, a distinct advantage. For you should be expecting from your I Sr 
us, but also for you. exchange, and about how Ericsson І 1 
You see, with our new MD110 digi- сал help you, by clipping the coupon "E 
tal exchange (or PABX if you'd pre- today or by phoning us. І ДИДЕ І 
fer to be technical) you сап do lots of Unless, of course, you have a erys- [| uento {/ 
things with your telephone system tal ball. | im Ericsson International AB р. 
you'd never have thought possible. І аке Воай i 
Including data transmission and net- | Singapore 2158 і 
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ERICSSON 


For 110 years Ericsson has been a dynamic force in telecommunications. Eriesson Information System's products span 
tele- and data communications, personal computers and business systems. 
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The perfectly orchestrated 
First Class. 
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| SOUTH KOREA 


By John McBeth in Seoul 


үү estern analysts and other inde- 
pendent observers are still trying 
to assess strongly worded South Korean 
claims that North Korea's construction 
of a huge hydroelectric power station 
just north of the demilitarised zone 
(DMZ) poses a potentially serious mili- 
tary threat. Back-to-back ministerial 
statements:say the accidental or inten- 
tional collapse of. the dam would: hit 
Seoul and its environs with the force of a 
nuclear explosion and could cripple its 
own plants on the North Han River. 
Pyongyang has rejected demands 
that it halt the estimated US$1.6 billion 
project, saying it will in no way damage 
or inconvenience the South. But in 
Seoul's harshest reaction yet, Defence 
Minister Lee Ki Baek warned at a 6 
November news conference: “If North 
Korea ignores our demand and unilater- 
ally continues with the project, we [will] 
be compelled to: take self-defensive 
measures before the threat becomes a 
reality [and] North Korea must be held 
“responsible for any and all conse- 
quences.” | 
Western diplomats say it is too early 
tojudge the implications of the 800,000- 
station, which is projected to eventually 
hold back а 20 billion-tonne reservoir — 





contend, to devastate Seoul and large 
tracts of the central Korean peninsula if 
unleashed at one time. "We are still 
looking at it, but we are not as yet treat- 
ing it as seriously as the Ministry of De- 
fence is," one diplomat said. Other 
analysts approached the subject with 
much the same caution, preferring to 
wait-for the results of more independent 
technical assessments. 

Lee talked of "very strong economic 















Kumgangsan (Diamond Mountain) | 


enough water, South Korean officials | 


; Damning conclusions 


Seoul says North Korea's dam plan poses military threat 


| 
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‚ North Koreans planned to dig a tunnel 











and military counter-measures,” but in 
a background briefing for South Korean 
journalists, a senior. Defence Ministry 
official was quoted as saying the govern- 
ment was not considering the military 
option "at the moment." Word of the 
new dam, first announced by Construc- 
tion Minister Lee Kyu Hyo on 30 Oc- 
tober, has frightened South Korean re- 
sidents and one newspaper published an 
artist's impression of what Seoul would 
look like if the reservoir wasunleashed. 
.. A 50,000-strong North Korean army 
workforce was reported to have assem- 
bled at the construction site late last 
month, but even with those numbers the 
dam itself will take about five years to 
complete, with another three years set 
aside for the reservoir to fill, The con- 
scripted workers committed to the dam 
are apparently among 150,000 troops, 
who Byohzyanp announced two months 
ago would be assigned to economic 


development projects. 
D geras said, however, that the 
North routinely uses soldiers for 
civil works, and South Korean sources 
said there were indications that many of 
those now at Kumgangsan, near the 
confluence of the North Han and Kum- 
gang rivers, had been moved from a 
recently completed port expansion pro- 
ject at Nampo, 35 miles west of Pyong- 
yang, which was designed to quadruple 
its capacity. 
South Korean officials said the | 


extending 30-60 km  northeastwards 
from Hoeyang, at the northern tip of the 
reservoir, in order.to channel the water ; 
back into the area around the eastern in- 
dustrial seaport of Wonsan. In that way, 


REVIEWMAP oy Amy Tang СПС, the dam wall will have t 


MAJOR AREAS TO BE INUNDATED BY 


A COLLAPSE OF KUMGANGSAN DAM | 





about 1.8 million tonnes of in 
dustrial, agricultural and drink 
ing water in the North Han sys- 
tem that currently flows. acros: 
| the DMZ into South Kore 
‘Hwachon area each. year. Тһе 
said it would greatly affect the 
enerating capabilities оѓ. th 
five South Korean dams on th 
lower reaches. of the North Ha 
and also point to potent is 
turbances in the ecological ba 
ance of the east-central sector of 
the Korean peninsula. 
According to Seo 





ul’s: arith- 


be built to a height of at least 180 m to 
maintain the water level in the reservoir 
at a minimum of 320- m above sea level 
so that a natural drop can be created for 
the Wonsan diversion. It is from t 
that engineers have calculated both the 
| eventual size of the reservoir and th 
potential threat it represents. They said 
that even with only 900 million tonnes of 
water, a break in the dam would en- 
danger the. downstream: plants and 
cause overflows in the Нап at least 10 
times greater than during the.Seou 
floods of 1984, which left 164 peopl 
dead, 25 missing and many thousands: 
homeless. 

At full capacity, they predict. a 
holocaust “and what. North Kore 
would be able to do in the immediate af. 
termath is self-evident.” As Lee told 
newsmen: “If the.dam collapsed due t 
a natural calamity or was artificially de- 
stroyed, the consequent floods would 
not only imperil the survival of. the 15 
million inhabitants in the Han River val- 
ley in the South, but also virtually iso- 
late our armed forces units deployed 
north of the Han." ed du 

Although abundant.coal and water. 
resources have enabled North Korea to 
build a relatively well-developed powe 
network, most of the major hydroelee 
tric and thermal stations are in the cen- 
tral and northern areas; contribüting to 
a total installed capacity estimated 
about 6 million kW. Little develop. 
ment, however, has taken place in the 
broad belt below Pyongyang where the: 
Han is one of several major waterways 
running north-to-south across the 250 
km-long truce line. 

Western analysts say in view of this 
and indications that electricity expan- 
sion has not kept pace with other sectors 
of the economy, there are probably 
good reasons for building a dam astride 
the North Han. But the South Koreans, 
for their part, estimate that only 1.77 
billion tonnes, or 10% of the total vol- 
ume of water in the reservoir, will ac- 
tually be utilised and that the economic 





| benefits will be negligible compared to 





they said, the. water. will fall from a | 








the high cost involved. E 












































































































Kim's compromise 


Opposition leader's peace overture rejected 





By John McBeth in Seoul 
W ith the government showing signs 
WWof prolonging ‘its crackdown 
against radical dissents into the winter 
“months and, perhaps, even extending 
dts. scope to moderates, opposition 
eader Kim Dae Jung's récent offer not 
o stand as а candidate if the govern- 
nent accepts the New Korea Democra- 
Party's (NKDP) demands for direct 
presidential elections, has further blur- 
ed the edges of the stalled debate on 
constitutional reform. 
In their latest move, the authorities 
ordered the voluntary disbandment of 
-; Mintongnyon, or People's Movement 
for Democracy and Unification — the 
umbrella organisation for 24 dissident 
ligious and labour groups — in what 
said was an effort "to deter at- 
pts to destroy the free democratic 
system by means of violence." 
Opposition sources, however, saw 
.the move as part of an orchestrated stra- 
tegy worked out by the ruling Democra- 
ic Justice Party (DJP) to isolate the op- 
_ position from its supporters and prepare 
the ground for decisive action on the 
* constitution issue either next month or 
early in the new year. 


Evidence of just how uncompromis- 
ing the government intends to be came 
on 11 November when police blocked 
Kim from attending a sit-in protest at 
the offices of the Council for the Promo- 
tion of Democracy. 

Police issued the disbandment order 











chairman; Protestant minister Moon Ik 
Hwan. was sentenced to three years' im- 
prisonment for allegedly inciting the In- 
chon riots and disturbances at Seoul Na- 












jumped in flames from the roof of a uni- 
versity building, to become the fourth 
victim of politically inspired self-immo- 
lation this vear. 

Opinions varied as to Kim's motives. 
One school of thought saw it as an effort 
to swing attention away from current 
ideological issues and back to the vexed 
question of what form of leadership 
should be adopted after President Chun 
Doo Hwan steps down in early 1988. 
Another regarded it as symptomatic of 
rumblings within the NKDP itself over 
whether Kim and his more moderate 

_ political ally, Kim Young Sam, should 
























onlv four days after Mintongnyon's | 


tional University in May. In the inter- | 
vening period, a 22-year-old student | 








Kim Dae Jung: opinions differ. 


be allowed to continue their role as the 
opposition's dominant duet. 

The DJP,. predictably, rejected 
Kim’s overture out of hand, pointing: 
out that he is already barred from taking 
an active part in political life because of 
a suspended 20-year sentence imposed 
after the.1980 Kwangju uprising. 

Although most observers acknowl- 
edge that his popularity exceeds that of 
Chun and probably any other DJP per- 
sonality, Kim has been forced to remain © 
in the twilight since his return from exile 




























PAKISTAN 


Factional riots rage 
Ethnic problems fuel martial-law speculation 


Ву Husain Haqqani in Islamabad 


a government of Prime Minister 
Mohammad Khan Junejo faces law- 
;, and-order problems of varying degrees 
in each of Pakistan's four provinces. 
The government has apparently con- 
trolled the situation for the moment 
with help from the armed forces. But 
| terrorist bombings in the North-West 


Opposition leader Benazir Bhutto 
rejected the foreign-hand theory, hold- 
ing the government's "unrepresentative 
character" and “incompetence” respon- 
sible for the unrest. 
` The problem in every province has 
different causes, but the pre-occupation 
of provincial governments with political 


the dismissal of a provincial minister, 
leading observers to suspect that the 
riots might have been engineered by 
rival political factions. 

In Punjab, two students were killed 
as.a result of police firing on the campus 
of Lahore's engineering university. The 
incident. provoked students belonging 
to the orthodox Islami Jamiat Talaba to 
ransack the university's. offices and: at: 
tack the provincial assembly building. 

The students are demanding restora- 
tion. of student unions, banned under 
martial law and are particularly in- 
censed by official patronage of the 
Pakistan Muslim League’s student wing 
— the Muslim Students Federation. 








‘infighting has provided a common ex- 
planation for their inability to adequate- 
ly.cope with the situation. In NWFP, 
terrorist bombings are believed to be 
supported by the Kabul regime. But the 
chief minister of the province, Arbab 
Jahangir Khan, seems reluctant to 
clamp down on suspected terrorists be- 
cause he wants to maintain his ties with 
the nationalist Left in the province. 
Although Punjab and Baluchistan 
are stable compared with NWFP and 
Sindh, riots in the two provinces have 


Frontier Province (NWFP) bordering 
"Afghanistan, factional clashes in 
aluchistan, student agitation, in Pun- 
b and ethnic riots in Sindh have fuel- 
d speculation that Junejo would either 
have to get tough or make way for reim- 
position of martial law. 

«The. prime minister indicated he 
would not allow erosion of his authority 
гапа sources confirmed that tough meas- 
ures were being contemplated to con- 

trol outbreaks of violence. Junejo him- 

self supported a ban on political proces- 

sions and said the. government. was 
examining the banning of communalist 
organisations. He also blamed an un- 
identified "foreign hand" forattempting 
to destabilise his government, though 
no evidence was made public. 


















litical unrest. A curfew was imposed in 
the Baluchistan capital of Quetta after 
armed clashes between two groups of 
transport. owners. The conflict, which 









demonstrated their vulnerability to po- 


was along ethnic lines, came soon after 


Su remains the worst trouble spot 
for the government and demands 
for changes in the provincial govern- 
ment are growing. The army had to be 
called in and a curfew imposed in 
Karachi: and Hyderabad after ethnic 
clashes resulted in the death of at least 
40 people. Pushtoon migrants from 
NWFP clashed with Karachi's predo- 
minant Muhajirs, setting off communal 
clashes in Sindh's two largest cities. The 
unrest in Karachi is attributed to frust- 
ration caused by inadequacy of job op- 
portunities and civic amenities. 
The«Muhajirs, Urdu-speaking mi- 
grants from India who moved to Pakis- 
tan after partition in 1947, feel particu- 
larly isolated" as ethnic nationalism 










































part from being fo 
tr he goes, he has bee 
ouse arrest 34 times. 





Of the dissident politicians actually 
breaking away from the party, because 
of the suspicion this would arouse that 
their decision had been influenced by 

: the government. But there already ap- 
pears to be considerable pessimism in 
_ the opposition camp over the loyalties 
of some of its 17 members in the. па- 
tional assembly. 

With 148- seats in the assembly al- 
© ready, the DJP needs only 36 more 
votes from wavering splinter groups and 
| Opposition deserters to secure the two- 
thirds majority required for it to have its 
way on a new post- 1988 administration. 
Whatever the DJP’s game-plan, com- 
promise at this point seems little more 
than a once-cherished illusion. п 

















j| grows in. the country. Muhajirs started 
‘losing their-dominance in. government 
jobs and the professions as the govern- 
“ment of executed former prime minister 
Zulfikar Ali Bhutto launched a policy of 
reverse discrimination in favour of na- 
tive Sindhis. The present government 
has not changed that policy. And the 
Muhajirs are now also having to con- 
tend with increasing: numbers of Push- 


_teons.and Punjabis: moving to. Karachi: | 


~ from the north of the country. = 
¿Recent rioting was sparked by a pro- 
cession of the militant Muhajir Qaumi 
(national) Movement (МОМ); which 
asserts. Muhajir sub-nationalism. The 
. group. is now backed by Sindhi nation- 
alist. groups which see its emergence as 
an opportunity for pitting the: Muhajirs 
against Pushtoon and Punjabi settlers, 
"After recent disturbances, the govern- 
mentarrested leaders of both the MOM 


Tand thé Sindhi nationalist movement. 


4 Opposition leaders say the ethnic 

tensions are.the result of nine years of 
“martial law and the absence of democra- 

tic processes in the country. “For nine 
|. years people had no representation. and 

—frustrations just piled up,” зай а 
Karachi politician, adding, "now. that 
there is a semblance of democracy these 
“frustrations are finding expression.” 
Others blame the weakness of the civi- 
lian governments, suggesting that the 
- military is the only stabilising factor in 
kistan's politics. 





The sources said there is little danger: 








you can write to 28 The Esplanade, Perth, Western Australia, 6000. 






















One hundred and seventy miles from Suva lies a tropical island of 
undreamt of beauty. Kanacea. Since the days of the Bounty, shes been 
enchanting travellers with her perfect; palm fringed beaches and coral 
lagoons. She's a South Seas island paradise most people would pay a 
fortune just to visit... you could own it freehold. To do with what you like. © 

Although currently producing сорга, Kanacea is ideally suited to - 

becoming the most exotic personal retreat in the southern hemisphere: 
Or developed as an exclusive South Seas island holiday resort. The island 
is 3085 acres (1248 hectares) and bcasts three main peaks of round 800 
feet and three permanent freshwater springs. The asking priceis = T 
$6 million (US). В | А SOS 

Serious buyers can view a video guide to the island and obtain all 
necessary information by contacting the principals, Carpenter Holdings 
international Limited. (Mr ivan.Hoffman). : 1 : 
Telephone (09) 325 8155. Telex AA 93619. Fax (09) 322 7128. Or 
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The shadow over Prem - 





_ Lacklustre leadership leaves army an opening 


| By Paisal Sricharatchanya and Rodney Tasker in Bangkok ; 


hen Prime Minister Prem Tin- 
m sulanond launched his fifth coali- 

“tion government after the July general 

election, there were high hopes that 

-Thailand's political and economic sys- 

tem would advance to a new level of 
maturity. With a generally brighter 

- array of members of parliament and the 

"four-party coalition commanding а 

comfortable majority, there was an en- 
-couraging atmosphere of stability in the 

changed to one of boredom laced with 

cynicism as the ruling parties seem more 

concerned witli their internal squabbles 

than getting on with running the country. - 
_ Apart from a feeling of depression 

among political. commentators who 

draw attention to the fact that the gov- 

nment has not initiated any májor po- 

icy during the three months since Au- 

gust, particularly on the urgent econo- 

mic front, it is believed that the political 

malaise in the country's "half-way 
democracy" process may be playing into 
the hands of the «military. The politi- 

cised army, now commanded by Gen. 

Chaovalit Yongchaiyut, has traditionally 

been sceptical about the purported pub- 
lic-spirited intentions of civilian politi- 
cians, and the current situation justifies 
is view. 

After the election, Prem — or more 
accurately, the small inner-circle of in- 
fluential advisers around him — seemed 
determined to project an image of bold- 


l n the past four years, senior Thai mili- 
tary leaders have often boasted about 
their success in ending the protracted in- 


the CPT — faced with a cutback in ex- 
ternal assistance in 1979 and а liberal 
government amnesty programme in 
1980 which led to massive defections — 
had dropped its original strategy of a 
revolutionary war to increasingly focus 
оп urban political activities. What was 
otally unexpected was the army's a 
on that the communists have r 








г. But the public mood has quickly | 












er leadership. But the prime minister 


has been as taciturn and undynamic as | 


ever, and the political tide appears to be 
turning against his. administration. 
“There is a general feeling that the gov- 
ernment is cld wine in new bottles," 
commented one political analyst. And 
for Thai people, who like to see things 
happening at the top, the boredom 
could well translate into a demand for 
change — in whatever direction. 

In its brie? period in power, the gov- 
ernment has unluckily been rocked by 
two major scandals involving two of the 
four coalition parties: the Democrats 


‚апа Social Action Party (SAP). Barely a 


month after assuming office Deputy In- 
terior Minister Veera Musikapong, sec- 
retary-general of the Democrat Party, 
the largest ccalition partner, was forced 
to resign to “ace legal action on a con- 
troversial lès majesté charge (REVIEW, 
11 Sept.). 

Then, оп 6 November, the SAP's 
Commerce Minister Surat Osathanuk- 
roh had to fallow suit after a one-month 
political survival battle over hiis decision 
(subsequently cancelled) to. allow the 
import of illegally felled Burmese logs. 
During the controversy he barely 
scraped through an opposition no-confi- 
dence motion in parliament. To compli- 
cate matters, Democrat MPs abstained 
in the vote, causing a great deal of ill- 
feeling between the two coalition 
partners (REVIEW, 30 Oct.). 


The communist conundrum 


nalysts suggest warning by army is overblown 


gained sufficient strength to once again 
resort to armed rebellion. . 

The warning was contained in a 
lengthy report presented by army com- 
mander. Gea. Chaovalit Yongchaiyut 
on 29 October to, a gathering of about 


| 800 senior c:vilian officials, police and 


military officers, which was chaired by 
Prime Minister Prem Tinsulanond. It 
stated in past: “[The CPT fronts] have 
developed amd grown stronger. Their 
objective is to eventually resort to an 
armed struggle. Their preparations to 
launch a new war are active and spread- 
ing fast. A war atmosphere has spread 
to cover the [various] leftist and other 
movements without the knowledge of 
their officials, whose interest is focused 
only on political parties and activities in 
parliament .. ." 
eu repart created an uproar, par- 
ticularly ief of staff 


| have been unconvinced of Surat's expla- 



















n the affair, Prem is thougl 


nation of his role in the log-import deal 
and, in order to project a “good-govern- 
ment" image, felt he should quit. Apart 
from Surat as. an individual, the issue 
was embarrassing for thé SAP, particu- 
larly its leader Foreign Minister Siddhi 
Savetsilà. | 

Now that the uproar over Surat is 
over, political observers hope that the 
party bickering will end. But the Demo- 
crats are still plagued by an enervating 
struggle by party rebels to bring down 
their leader, Deputy Prime Minister 
Bhichai Rattakul (REVIEW, 9 Oct.), 


“which could soon reach a destructive 


climax. 


hile the politicians have been con- 

sumed by their party quarrels, the 
sense has been created that the military, . 
which regards itself as the ultimate guar- 
dian of the national interest, is looking 
over their shoulders. So far, apart from 
oblique criticism that unruly politicians 
have indirectly fuelled a political offen- 
sive being mounted by the outlawed 
Communist Party of Thailand, the mili- 
tary has made no overt attempt to 
exploit the situation. 

But as one political scientist told the 
REVIEW: “The balance is ticking away 
in favour of the military. Unless the par- 
ties put their house in order, the 
momentum will continue to build and 
an eventual change in the leadership or 
thé system cannot be ruled out.” 

That puts the political focus firmly 
on Chaovalit, the 54-year-old general 
who is regarded as a highly intelligent 
and shrewd army boss. Perhaps inevita- 
bly, .Chaovalit’s public profile has 
gradually grown and the Bangkok press 





Gen. Wanchai Ruangtrakul made allu- 
sions at subsequent press briefings to al- 
leged CPT infiltration into political par- 
ties. That prompted angry retorts from 
four prominent CPT defectors who 
have been elected to parliament as rep- 
resentatives of the Democrat Party. In 
addition to criticising alleged corruption 
in the military, they accused army lead- 
ers of trying to revive the *communist 


ghost" to justify more military spending. 


haovalit made no direct reference 

to communist infiltration of political 
parties in his report, but such implica- 
tions are clear from his statement that 
the CPT's political success has reached 
a peak since the 27 July general election 
and that democratic forces are now on 
h ensive. The army leadership, it 
is understood, believes that political 


» squabbling within the coalition govern- 


ment since it took power three months 
ago indirectly works in favour of the 
communists: = 

Thai and Western security sources, 
who point to a proliferation of under- 
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increasingly tun “him to seek. 
views on the issues of the day. 

* Chaovalit caused a stir when he said, 
after а meeting with Prem in mid-Oc- 
tober, that the military would not neces- 
sarily support the government blindly if 
it did not live up to expectations. This 
| was quickly interpreted by some sec- 
tions of the local press — albeit inaccu- 
rately. — as a challenge to the Prem 

- leadership. 
i The next day he clarified his com- 
ment by saying he meant not only the 
government, but personalities in. the 
government. In a typically cryptic fash- 
ion, he told newsmen that “when a per- 
son realises that he has done something 
© wrong, he should know what to do 
next." The remark was widely seen as 
indicating that he wanted Surat out in 
>f the national interest. According to Gov- 
| ernment House sources, the general 
` was helping Prem to defuse a touchy po- 
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7 Chaovalit is one of Prem's long- 
trusted aides who advises him on both 
political and military matters, and he is 
thought to remain loyal to the prime 
minister. Any likelihood that he will 
challenge the civilian administration is 
ruled out at this stage, though he is a dif- 
ficult figure to fathom, and asone politi- 

| cal analyst commented: “He is almost 
too clever." 









ground literature and increased political 
activity on some university campuses in 
© Bangkok, consider that the army's 
claim of increased urban communist ac- 
tivity is not entirely groundless. How- 
‘ever, most analysts conclude that sug- 
gestions that the CPT is about to revert 
to war are over-dramatised. By failing 
to back up this assertion with concrete 
| evidence, they point out, the army’s cre- 
dibility has suffered. А 

2 It was Chaovalit who first announced 
the government's victory in the war 
against communist rebels in 1982, two 
years after the introduction of the am- 
rogramme. According to the 
my estimates, the CPT has 465- 









y STRONGER. 









had leftist inclinations. 





Chaovalit will concentrate his efforts 
between now and 1988 — the year he 
has repeatedly said he will retire from 
the military — on consolidating his grip 
on the once-fragmented army. It is 
thought he will also continue to enhance 
his public profile in other affairs of 
state. Although Chaovalit publicly de- 
nies harbouring any political ambition, 
he is widely regarded as a likely suc- 
cessor to Prem. 

One commonly discussed scenario is 
that the premiership succession will 
take place in about two years from 
now, after Thailand has celebrated 
two. major events: King Bhumibol's 

^60th birthday (in December 1987) and 
when he becomes the Chakri Dynas- 
ty's longest-reigning monarch (in mid- 
1988) 

This was reinforced recently by.a 
senior Government House official who 
told a private forum that Chaovalit was 
the most suitable successor to Prem. He 
did not give any indication of the timing, 
though the audience understood this 
would happen when Prem steps down 
for whatever reason. i 

Meanwhile, the increasingly wide- 
spread mood of indifference towards 
the government and parliament can be 
viewed as a setback for the democratic 
process. п 


BEWARE / 


THE REDS GETTING 


DEMOCRACY WEAKER / 
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575 guerillas under arms — a fraction 
of the estimated 11-12,000 in 1980. 

In part, at least, the army's warnin; 
was clearly designed to shake official- 
dom out its complacency. Chaovalit | 
conceded that the government's efforts . 
to achieve “total victory" over the CPT 
had been stalled since 1982, thus favour- 
ing the communist political offensive. 
But in the absence of any credible expla- 
nation beyond that, most analysts agree 
that it was probably also aimed at 
legitimising Chaovalit’s position among 
sceptics, including some in the military 
establishment who suspected that he 
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chosen men 


A government reshuffle 
involves many promotions 





By Nick Seaward in Bandar Seri 
irst time since independence i 
The reshuffle, involving the promotio: 
of a few key bureaucrats to ministeri; 
rank, had been delayed because о 
official mourning period for the sultan 
father, which ended two days before th 
new line-up was announced. 
While the sultan has undoubt 
consolidated the royal family’s grip o 
the government by promoting 
brother Prince Jeffri to the finance 
portfolio and taking for himself the d 
fence portfolio vacated by his father, 
has also elevated a comparatively larg 
number of commoners. In particular, h 
has handed over the important Ho 
Ministry to Pehin Datuk Isa and also 
made him special adviser to the Prime 
Minister's Office. ` | 
Other non-royals promoted are: 
» Pehin Datuk Hussein to the Ministry 
of Culture, Youth and Sports, vacated 
by Jeffri. pu 
> Datuk Ahmad Wally Skinner as dep- 
uty minister of finance. Skinner is the 
former permanent secretary to: the 
ministry, and his experience is expected 
to be a great help to Jeffri during his first 
months in office. 
» Datuk Abdul Rahman Karim to the 
post of permanent secretary of the Fi 
nance Ministry. Rahman will continue 
to hold the key post of managing direc- 
tor of the Brunei Investment Agency 
and is considered to be the man to watch 
for future advancement. Quoque 
Two other appointments involving 
distant members of the royal family are | 
also worth noting. Pengiran Datuk Is- 
mail has been elevated to minister ОЁ. 
development, replacing Pehin Rahmat 
Taib, who has got the newly hived-ofl 
Education Ministry. A. trained ar- 
chitect, Ismail is the man who will be 
awarding nearly all the major contracts | 
in Brunei over the next few years 
Meanwhile, Brig.-Gen. Pengiran. [bau 
has been made deputy minister of de- 
fence. ; 
As prime minister, the sultan is also 
keeping under his direct control the all- 
important petroleum portfolio, which 
oversees the country's main source of 
foreign income. With Prince Mohamed, 
another of the sultan's brothers, retain- 
ing his foreign affairs portfolio, the 
royal family still commands the key sec- 
tors of the governn bows 
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MALAYSIA 
A melting pot simmers 


The race issue surfaces despite efforts to keep the lid on 


By Suhaini Aznam in Kuala Lumpur 


М: and Chinese political leaders 
bared their hearts with unusual 
candour on Malaysia's sensitive race 
issue, bringing the issue to a simmer 
despite efforts by moderate voices to 
cool it down. The debate hinges on citi- 
zens’ rights, with a focus on the differ- 
ence between rights and privileges ap- 
portioned to the country's major ethnic 
groups. 

The debate was triggered by a sug- 
gestion, made at a Selangor Malaysian 
Chinese Association (MCA) meeting 
on 2 November, that all three of the 
countrys major racial groups — 
Malays, Chinese and Indians — origi- 
nated elsewhere. Thus, it was argued 
that no ethnic group should label 
another pendatang, or immigrant, while 
calling itself indigenous. The argument 
was directed at Malays. 

Malaysian Chinese and Indians ob- 
ject to the term pendatang, and in recent 
years have urged that everyone be call- 
ed "Malaysian" rather than be iden- 
tified by racial origin. 

The airing of communal issues has 
become more common recently. Gen- 
eral election campaigns in August were 
drawn along racial lines and Malay- 
nationalist speeches paved the way to 
the September assembly of the United 
Malays National Organisation (Umno), 
the dominant party in the ruling Na- 
tional Front. 

Datuk Ling Liong Sik, president of 
the MCA, the front's major Chinese- 
based party, refrained from reacting to 
Malay kite-flying prior to Umno's as- 
sembly. Now, with the MCA's own as- 
sembly looming on 15-16 November, 


MCA leaders perhaps felt pressure to 
play to the zallery. After a disastrous 
election performance in August, the 
MCAvs leadership is keen to assure its 
Chinese supoorters that the party still 
has Chinese ‘nterests at heart and is pre- 
pared to speak out for them. 

But Umno leaders interpreted this to 
mean that the MCA was questioning 
Malay rights and their special status — 
provisions enshrined in the constitu- 
tion. Umno's youth wing, in particular, 

icked up tae cudgels and one of its 
eaders, Mchamed Nazri Abdul Aziz 
Yeop, told the MCA to leave the Na- 
tional Front before it was kicked out. 

The debate escalated to the point 
where the cabinet devoted half of a 
weekly mee-ing to the issue, Emerging 
from the meeting, Ling said that the 
MCA had not intended to question the 
special status of Malays. "It was also 
agreed that abelling non-Malay Malay- 
sians as immigrants should be stopped," 
he said. 


D no the cabinet's attempt to place 
a lid on the issue, 46 Umno MPs 
sent a memorandum to Prime Minister 
Datuk Seri Mahathir Mohamad on 6 
November, the day after the cabinet 
meeting, as«ing for the resignation of 
Selangor MCA chief Datuk Lee Kim 
Sai as labour minister. Lee, they said, 
should take responsibility for the sensi- 
tive remarks. Lee had said the views ex- 
pressed at the Selangor meeting were 
those of the MCA's Selangor branch 
only, not of the entire party. 

On 7 Ncvember, Lee offered to re- 
sign “in the .nterest of peace and stabili- 


ty within the [National Front] and in the 
country as a whole." Ling rejected Lee's 
resignation, arguing that the Selangor 
incident had been resolved in the 
cabinet meeting and that the "MCA 
practises collective leadership and re- 
sponsibility." 

On 9 November, the MCA’s Federal 
Territory youth wing called for the res- 
ignation of Education Minister Anwar 
Ibrahim, a leading Umno political fig- 
ure, alleging that “һе was not happy 
with the cabinet decision and Datuk 
Ling Liong Sik's explanation." 

Unmo's youth wing was quick to re- 
spond to their MCA rivals by coming 
out in support of Anwar and attacking 
the MCA youth wing for its "extreme" 
resignation demand. Meanwhile, 
Umno's youth wing in Kelantan lodged 
a complaint with local police against 
Lee over his alleged questioning of the 
indigenous status of Malays. 

The debate was raised to a higher 
level again when Minister in the Prime 
Ministers Department Datuk Abdul 
Ajib Ahmad said the MCA must retract 
its suggestion touching on the indigen- 
ous status of Malays as a demonstration 
that the issue had been settled. 

In addition, Deputy Home Minister 
Datuk Megat Junid Ayob reminded 
non-Malays not to question or challenge 
the status of Malays. He warned that 
Malays could not keep silent if their in- 
tegrity was challenged. Commenting on 
the Selangor MCA incident, he said it 
not only digressed from historical facts 
but insulted all the people of Malay ori- 
gin in the region. 

The race issue became acutely sensi- 
tive after Malaysia's 1969 race riot — its 
only one in 29 years of independence. 
Before mixed audiences, political and 
community leaders are extremely care- 
ful to skirt communal issues. At the 
grassroots level, however, people freely 
speak their minds on the subject — 
pointing out that ethnic differences are 
simply a part of Malaysian life. The re- 
cent hint of racial strain, therefore, con- 
trasts oddly with the general climate of 
cordiality among the majority of ordi- 
nary Malaysians. 

As the debate raged on, it was Ma- 
laysia's first prime minister, Tunku 
Abdul Rahman, who provided the voice 
of reason. *We have lived in peace and 
goodwill for a long time now and wheth- 
er we like it or not, we have to stay 
here for some time," The Star news- 
paper reported him as saying. Advising 
Malaysians to play down their differ- 
ences, he reminded them that the ques- 
tion of Malay rights had been agreed to 
by independence leaders of all races. 

“If you want to remain in Malaysia, 
you must accept the rights of the Malays 
and their position as the dominant race 
in this country," he recalled telling 
Singapore Prime Minister Lee Kuan 
Yew in 1965. “If you refuse to accept 
this, then we will no longer accept you in 
Malaysia." 





Freighter tomorrow. 


Through years of rugged service in war and peace- When the KC-130 is used as a freighter, it can get 
time, the C-130 Hercules aircraft has earned the admira- almost anything almost anywhere. Its 40,000-pound 
tion of pilots and mechanics all over the world. It's simply capacity is large enough for tanks and heavy trucks. It can 
one of the most dependable planes in the air. land or take off from runways you wouldnt try with other 
But it's also one ofthe most versatile. It converts from planes. Even ice and snow. 
aerial refueling capability to cargo handling in hours, and Best of all, the C-130's impressive performance comes 
delivers outstanding performance on either mission. with surprising cost efficiency. That's why you'll find it 
Asatanker, the Hercules aircraft carries 56,000 serving more than 55 governments on every continent, day 
pounds of fuel on a typical mission—fast enough for mid- in and day out, year after year. Getting the job done, no 


air delivery to jets, or slow enough for helicopter refueling. ^ matter what the job may be. 
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TAIWAN 


The opposition’s party 


The newly organised DPP holds its first national convention 


By Cari Goldstein in Taipei 
T ты new opisna party held 

its first national convention on 10 
November, mounting a direct арор 
to the ruling Kuomintang’s (КМТ) 
monopoly on political power. 

Some 165 newly chosen delegates of 
the Democratic Progressive Party 
(DPP), representing about 2,500 party 
members, met in a Taipei hotel to 
choose officers and ratify a party charter 
that called for the future of Taiwan to be 
decided by its inhabitants — a plank re- 
garded by the KMT, with considerable 
justification, as a thinly disguised bid for 
an independent Taiwan — and an end to 
the era of confrontation with Peking. 

During 12 hours of often heated de- 
bate, the delegates elected a 31-member 
central executive committee and an 11- 
man standing committee. Chiang Peng- 
chien, 47, a leading opposition legis- 
lator and lawyer, was elected by the cen- 
tral committee to a one-year term as 
chairman of the new party. 

In the days leading up to the DPP 
convention, the date of which was kept 
secret until barely an hour before it 
began, KMT and government officials 
had repeatedly warned the opposition 
that party activity remained illegal until 
the passage of new authorising legisla- 
tion, which is not expected before early 
next year. However, what action would 
be taken was left deliberately vague. 

In the event, government response 
was low key, in keeping with the KMT’s 
recent liberalism. Several local police 
officials made a token appearance at the 
site of the meeting, but left дне when 
denied admittance to the hall. 

Later in the day, Interior Minister 
Wu Poh-hsiung said: “This kind of il- 
legal activity cannot be recognised 
by the government." At the same time, 
however, a top Bureau of Criminal In- 
vestigation official was quoted in the 
local press on 11 November as saying 
that the authorities would choose to re- 
gard the new party as still being in a 
"preparatory stage" and would not, 
therefore, take harsh action against it. 

Rapid-fire political change has been 
the order of the day in Taiwan's recent 

ast. On 28 September, opposition 
eaders meeting in Taipei proclaimed 
the founding of the DPP, and on 15 Oc- 
tober the KMT announced its intention 
to lift martial law and remove its long- 
standing ban on the formation of new 
political parties (REVIEW, 30 Oct.). 

The KMT's decision, which was 
pes through by party chairman and 

esident Chiang Ching-kuo in the face 
of strong opposition from party elders 
and military leaders, has been greeted 


with some enthusiasm abroad — espe- 
cially in Washington. 

In Taiwan the reaction has been 
more reserved but still generally favour- 
able, even as people wait to see what 
kind of natioaal-security legislation will 
replace mart al law and whether a new 
civil-organisztions act will place any re- 
strictions on the actions of newly 
legalised political parties. 

Chiang's evident desire to maintain 
the momentum of reform, and continue 
enjoying the positive reactions it has 
garnered, militated against a hard-line 
response to the opposition's brinkman- 
ship. “The KMT is very reluctant to dis- 
sipate the inzernational goodwill it has 
earned,” a foreign political analyst said. 

А) eagle sources said KMT offi- 
cials had privately communicated their 





desire for a sort of social compact to 
avoid conflct during the potentially 
explosive period running up to the plan- 
ned 6 December elections for the Legis- 
lative Yuan and national assembly. As 
long as thc opposition kept off the 
streets, the -wo sides agreed, the KMT 
would refrain from harsh measures. 


AS of the compact came on the 
day of tae DPP convention itself, as 
a mass rally on the grounds of a local 
elementary school drew more than 
10,000 people to hear speeches extolling 
the founding of the new party. Al- 
though simalar occasions in the past 
have drawn a massive police response as 
the authorities sought to block access to 
meeting sites, the only uniforms to be 
seen this time were a handful of traffic 
police maintaining the flow of traffic on 
à nearby road. 

A relaxed atmosphere prevailed at 


the rally, as the crowd listened intently 
to asuccession of speakers and hawkers, 
who sold large quantities of banned op- 
pe literature and tapes of speeches 

y imprisoned opposition politicians. 
Even permission to use the school as a 
meeting site was obtained with the help 
of Liang Su-jung, a liberal KMT official 
who had been involved in the off-and- 
on KMT-opposition dialogue earlier in 
the year. Permission to use another site 
had been denied at the last minute. 

The DPP had first unveiled its party 
charter on 6 November. The document 
became an object of intense interest, 
not only for the indications it gave as to 
the opposition's future ideological di- 
rections, but also because Chiang had 
laid down three conditions that any new 
parties would have to meet in order to 
receive legal recognition. These were to 
respect the constitution and oppose 
communism and the Taiwan indepen- 
dence movement. 

According to statements by KMT of- 
ficials and pro-government scholars, the 
DPP charter failed to meet the presi- 
dent's conditions. They pointed particu- 
larly to its call for the right of the people 
of Taiwan to decide their own future 
and its statement that "the people on 
both sides of the Taiwan Strait should 
engage in peaceful competition on an 
equal basis." The document criticised 
what it called communist dictatorship 
but also added pointedly that *any other 
form of totalitarian, one-party rule" was 
to be equally opposed. 

Opposition leaders rejected outright 
the KMT's right to lay down conditions 
for the establishment of new parties and 
defended their party's stance. "Taiwan 
under KMT rule is already effectively 
independent," said Hong Chi-chang, а 
member of the new DPP central stand- 
ing committee and also chairman of the 
League of Opposition, one of two major 
opposition groups. “The phrase ‘self: 
determination’ is the only formulatior 
we can use at the present stage,” he 
said. 

Some analysts said the formation of 
the new party would not have a major 
impact on the results of the December 
elections. In past years, opposition can- 
didates have garnered about 20-22% of 
the vote island-wide, while other non- 
KMT candidates got another 5-10%. 

One view is that the DPP would at- 
tract some new votes as а result of the 
publicity surrounding its formation but 
that the lack of a strong local structure 
means its candidates, though running 
under the party banner, would still have 
to depend primarily on their own per- 
sonal appeal. 

At the same time, this view suggests, 
the KMT is likely to gain new support 
from voters who in the past cast ballots 
for opposition candidates as a way of 
signalling their desire for quicker politi- 
cal reforms but who may not have 
necessarily supported the full opposi- 
tion programme. п 
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AFTER MAKING THE CFM56-3 
THE WORLD'S MOST 
RELIABLE ENGINE, WE TOOK 
A DIFFERENT THRUST. 


= 


Over 40 airline customers of the 737-300 agree. The CFM56-3 advanced 
technology derivative engine really pays off. With millions saved in main- 
tenance. Fuel burn improved as much as 25%. And dispatch reliability 
better than 99.9%. 

What's more, many of the original CFM56 engines are still on-wing, 
after more than 10,000 hours of service and no removals. A milestone in 
durability, for sure. 

Add to this, low noise, low emissions for a worldwide welcome. And 
you have it all. The -3. CFM56 to the core. Reliable to the hilt. And ready 
for the 737-400. But CFM International didn't stop there. 





CFM56-5. 

AN ADVANCED 
TECHNOLOGY 
DERIVATIVE. 
AND RELIABLE 
MATCH TO 
THE -3. 





The CFM56-5 is flying. 
Performing beyond expecta- 
tions. And building reliability 
equalto the -3. 

Inside and out, the -5 is the 
derivative engine carrying a 
full load of advanced tech- 
nology. Its thrust-to-weight 
ratio is better than any 
engine in the 25,000 lb. class. 
Its fuel burn has been sub- 
stantially improved. And 
FADEC integrates the -5 
with the A320, perfectly. In 
fact, the outstanding growth 
potential of the -5 makes it 
the powerplant of choice 
for future aircraft, including 
the A340. 

Low noise. Low emissions. 
Low risk. Low operating 
costs. Plus the proven high 
performance customers have 
come to expect from the 
CFM56 engine family. That's 
the CFM56-5. Rely on it now. 
Andinthe future. 
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MILLIONS OF 
MILES AHEAD. 
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At 11:40 p.m. on April 14th 1912, the RMS Titanicstruck an iceberg some 400 miles off 
the coast of Newfoundland. In less than three hours, the‘unsinkable’ luxury liner had sunk to the 
sea bottom in one of the worst maritime disaste^s of the century. Finding her became a commit 
ment by oceanologists and technologists alike. 

Several tried. All failed. For the probleras, like the tragedy, were on a grand scale. 

The North Atlantic is not known for its hospitali-y. And the freezing waters are nearly 2.5 miles 
deep. To add to these difficulties, not only was Titanic’s last radio position known to be 
inaccurate, but fierce currents had also swept her away in a south-easterly direction. 

Last year, however, after the French ship /e Suroit had covered 80% of the target zone, 
the French-American expedition team embarked on the high-technology research ship Knorr 

This high-technology included a pair os MAGNAVOX’ satellite navigation receivers -one 
providing highly accurate position informatior by tracking satellites of the new global posi 
tioning system, the other providing periodic position updates from transit satellites. With these 
two receivers onboard, the Knorr was equippec with the most precise and sophisticated marine 
navigation system available. 

The MAGNAVOX receivers were used to criss-cross the remaining 20% of the search 
area, working toa position accuracy ofjust 35 meters. Even in heavy seas. Then, starting from the 
mostlikely spot, the underwatersearch vehicle Argowas lowered to begin close-up investigation. 

At 1:05 a.m. on September Ist, 1985, her video cameras recorded the eerie outline 
of one of Titanic’s mighty boilers. The seventy-three year search was over. 

Little wonder that our satellite navigators are used aboard thousands of offshore plat 
forms, rigs and ships - including Queen Elizabeth II - and that our global positioning system 
receivers are leading the way in precise navigation, on land, at sea and in the air. 

Because no matter where you look, you won't find anything better. 


The secret of finding is kne 
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From the depths of the ocean to the depths of space. One of the most demanding 
endeavours is the scientific exploration ofthe sun -a research programme conducted by NASA in 
collaboration with the European Space Agency, ESA. 

Key to this research is SPACELAB 2; fifteen tons ofadvanced space technology launched 
in August 1985. The problem was how to ensure that, once in orbit, SPACELAB 2’s platform, with 
the powerful telescope, could be manoeuvred under remote control without any sensitivity 
to the shuttle motions. 

Thesolution was provided by threeSODERN” SED 04 startrackers integrated by Dornier 
in the Instrument Pointing System responsible for positioning the platform. Each of these 
electronicsensors operates to an accuracy of 0.75 seconds ofarc- which is roughly equivalenttoa 
golf ball seen from 10,000 meters. Distance, however, is no problem, for the platform responds 
perfectly to every command from mission control some 300 km below. Which is hardly surpris- 
ing, for similar SED trackers have been operating on EXOSAT for over 3 years. 

In fact, SODERN , as world leader in attitude measurement and star tracking, has been 
involved in major European and U.S. space programmes, providing over 90 opto-electronic 
systems with more than 200 years of operation without a single failure. 

A convincing record of technology at the highest possible level. 

Philips. The sure sign of expertise worldwide. 


* MAGNAVOX - a high-tech North American Philips research company. The operations of Magnavox Government and Industrial Electronics Company 
(MAGIEC) and its subsidiaries are conducted on a substantially autonomous basis. The stock of MAGIEC has been placed in a voting trust to facilitate 
MAGIEC's industrial security clearance with the U.S. Department of Defence 


" SODERN - a high tech French Philips research company specializing in e.g. attitude sensors for satellites and spacecraft; positioning and alignment of 


inertial platforms, rendezvous and docking; remote sensing of Earth resources, et 


Philips Corporate Marketing Communications, Eindhoven, the Netherlands. 
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eting financial demands. 





When your corporate objectives need 
a solid financial foundation, come to 
WestLB. We can build a really con- 
structive package to meet your indivi- 
dual needs. Credit, bonds or a com- 
bination of both, at fixed or floating 
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rates, in DM or other Euro-currencies, WestLB 


swap facil ties — all are an everyday The Westdeutsche Landesbank. 
part of our framework. 


So why not test the strength and Head Office: Dusseldorf. M 

ROS Branches: Hong Kong, London, New York, Tokyo 
flexibility 5f WestLB, one of e Offices: Beijing, Melbourne 
Germany's largest financial institutions. 
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believing anything is possible is the 
first step to making it so. 


Some say they've seen the "Loch Ness Monster." 
Others say, "impossible." At Epson, we see things 
that others say are impossible. And then we set 
about bringing them into reality. Because our people 
are not only visionaries, but highly trained, high- 
technology engineers as well. 

It was our future-vision coupled with our expertise 
in precision technology that led us to invent the first 
printer small and fast enough to work in a calculator. 
From there the highest quality and performance 
PC printers evolved. Ranking Epson as the world's 
leading printer manufacturer. 

Seeking to make everyday life easier, our develop- 
ments in integrated technology have produced 
a variety of IBM® PC compatible computers and 
a desk-top performance computer, amazingly sized 
to fit into a briefcase. 





SEIKO EPSON CORPORATION. 3-5, Owa 3-chome, Suwa-shi, Nagano, Japan Tel: (0266) 52-3131 Telex. 3362435 EPSON ELECTRONICS (SINGAPORE) PTE, LTD.. No.1 Marit 
3 0249, World Trade Centre, Singapore 0409 Tel. 2786071 Telex. 39536 EPSON ELECTRONICS TRADING LTD.: 30/F Far East Finance Genie Harcourt eh Central, Hong КЕЙТН 
Telex; 65542 EPSON ELECTRONICS TRADING LTD. (TAIWAN BRANCH). 1-ВЕ, KY Wealthy Bldg., 206 Nanking E. Road, Sec 2. Taipei, Taiwan ROC. Tel: (02) 536-4339 











Such small miracles propelled our original work 
with liquid crystal display panels in calculators and 
computers into developing the first high-resolution, 
hand-held flat-screen colour TV. 

And the realization of all our goals 
includes strict attention to our products' 
final feature, the purchase price. 

At Epson, we believe the better half 
of a product's quality and performance 
is determined before it even goes into 
production. By vision and imagination. 

Whether it's the Loch Ness Monster or a unique 
vision of the future, there will always be those who 
say it's impossible. And there will also be Epson, 
where anything is possible. 


ІВМ is а registered trademark of International Business Machines Corporation Epson. Where anything is possible. 
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Seductively Smooth. Mysteriously Mellow. Gloriously Golden. Who can resist the magic of Camus XO Cognac? 


THE SENSUAL SPIRIT 



































* THE © present British = *mummy- 
knows-best’ style of leadership was not 
having any murderous rubbish from the 





He had been in 
Irish joke yet tho 
believed a Palest: 


n would marry her 
іп Tel Aviv aft 


utting her (and her 
о Tel Aviv with 
















ign ministers of the 
EEC agreed on limited sanctions, includ- 
ing ап arms embargo апа greater sur- 
veillance of Syria's airline, Syrian Air. 
The community regards Syria as a coun- 
| "try that condones terrorism and shelters 
|-its high priests. At an earlier meeting, 
© junior ministers of the EEC declined 
< Howe’s invitation to break off diploma- 
“tic relations with Damascus. Above all 
France, the big player in the game, 
would have none of it: Syria's President: 
Hafez Assad is its mover and shaker. 
Damascus, his capital, may be the 
longest-inhabited town on earth but the 
state of Syria is.a 20th-century inven- 
tion. Once known as:Greater Syria, the 
area east of the Mediterranean included 


today's Syria, Lebanon, Israel and Jor-.. 


dan which were the killing fields for 
people of the East and West. Damascus 
was once capital of the Ummayyad Em- 
pire:stretching from Spain to India; the 
Crusaders’ brief reign was ended by 
Saladin, stilla Syrian folk hero to this 
day. E E 
When France claimed Syria under a 
League. of. Nations mandate in 1920, it 
created Lebanon, the predominantly 
Muslim area of the Bekaa Valley and 
| the coastal cities of Tyre, Sidon, Tripoli 
ot. and Beirut, the better to control Arab 
| nationalism. А 
| France has kept.a contingent in 
Unifil (the UN.force in Lebanon) de- 
spite horrific casualties and has held off 
Gaddafi’s attempts to include Chad in: 
his empire. | 
France expelled two Syrian dip- 
lomats (one of them Assad’s nephew) in 
1982 after an anti-Syrian newspaper was 
“blown up for fingering Col Ghanem of - 
«the Syrian Special Services (SSS) for 
murdering Louis Delamare, French am- 
` Баѕѕадог to Lebanon, in 1981. The 
` week before the newspaper was blown 
‚| ир a SSS killer had used a car from the 
;; motor pool belonging to the Syrian in- 
: |. telligence chief in Beirut to kill an offi- 
| cial of the French Embassy in Beirut 
and his wife. On 23 October 1983, 58 
French paratroopers were blown up in 
the Drakkar building in Beirut: the man 
responsible, SSS Col Abdel Dyab. On 
this occasion the French riposted with 
their own feeble airstrike. 
Then some: sort of agreement was 





: a young girl | 









disaster area economically: Saudi finan- 


minister and Rifaat Assad, Hafez’ 
brother and keeper, who is boss of 


the savage, 15,000-man Defence Com- 


panies that protect Damascus and the | 


Assad regime.. Rifaat has an apart- 


ment on the Avenue Foch in Paris and a- 


country estate in France. Earlier thi: 
year һе and the Syrian defence chie 


ing Paris. " " 
Quiet reigned for some months until 
there was a spate of vicious bombings in 
the feud with the Abdallah family 
(one of whom faces terrorist charges in 
a French jail). The Abdallahs. live in 
Syrian-controlled territory where they 
say all hostages will be held until ail 
Lebanese/Palestinian hostages held 
elsewhere in the world are released. 
Assad says he cannot control the ter- 
rorist groups operating out of Lebanon, 
nor does he know where the hostages 
are stashed away. . 
This is simply not credible: Assad's 
repressive one-man rule — through the 
minority Alawite sect of Shia — has 
controlled Syria for the past 16 years. 
He must know where every hostage is 
held in Syria. His embassies through- 
out the world are run by ex-military 
men: Assad himself was a career. air 
‘force officer, ex-jet.pilot, апа-а man: 
used to giving orders and having them 
obeyed. : А 
He manipulates Washington: his 


acolytes bring off a kidnapping or | 


hijack, the US gets furious, Assad ar- 
ranges a release or says he will fix one up 
and Washington cools down. 

The moment the pro-Syrian, Christ- 


ed in Assad to try and sort out the civil 
war in 1976, Assad saw this as the begin- 
ning of the new Greater Syria. But the - 


French see the (Christian). Maronites | 


sect as their responsibility for the hon- 
our of France, 

The Syrians have forgiven neither 
the Crusaders nor the French. Syria is a 


cial help is drying up; the Iraqis do all | 
they can to. undermine Syria, and 
France. is their ally in the Gulf War 
against Iran. The Israelis could always 
roll right into Damascus if they chose. 

So what is the hang-up about dealing 
with Assad the Thatcher way? Simply 
that other Europeans, and the Ameri- 
cans, believe there can be no peace in 
the Middle East without Assad: only he 
could make a peace stick. 

The New York Times columnist Wil- 
liam Safire, once. president Nixon's 
speechwriter, chided Dr Henry Kis- 
singer when Nixon sent troops into 
Cambodia. It seemed to be against the | 
Guam Doctrine of disengaging from | 
Vietnam and getting into any other 
Asian war. Dr K exploded: “We wrote 
the goddamned doctrine. We сап 





obbled together. between a French 





change it.” 





: Mustafa Tlas spent several nights tour- 








| their “far-Left bedfellows” have gone t 
ian president Franjieh of Lebanon call- | 
















"resting on a state highway in the US with: 


j paint. 










































































































Now Safire sorts out Time magazine 
and CBS for chasing up writer Renata 
< Adler for pointing out that these two 
media heavies seem to be doing a 
similar Kissinger on her. Adler point 
ed out reportorial excesses exposed 
the libel trials of then Israeli defen 
minister Ariel Sharon. and former. U 
commander-in-chief in Vietnam беп. 
William Westmoreland. She conclud- 
са іп two long pieces in The Ne 
Yorker that both media giants had 
been guilty of twisting facts and lying to 
cover it up. Both had escaped libel judg- 
ments. ; ee 
Now, says Safire, the supposed d 
г fenders of the First Amendment (givi 
the media and. anyone else the right to 
know anything and everything) and 








work. Time’s editor wrote a lengthy ref- 
utation of Adler and.sent it to th 
magazine with a lawyer's covering let- 
ter, putting the magazine's lawyers on 
notice. CBS hired. a flack to гей 
Adler’s charges and launched a 10,000 
word assault — and digs at her appeared 
іп ће gossip columns. The production. 
date of Adler's book on the subject 
keeps slipping. “This is a case of prior. 
restraint by powerful news organisa- 
tions that аге quick to denounce any re 
straint by government. Adler's Reckless 
Disregard faces an array of offended 
media giants, radical hatchet men and: 
suing spooks. The vehement reaction 
‘to the close study of the trials’ record 
'suggest the trials served a good purpose 
those. who dish out accusations of con- 
Spiracy should be able to’ take -criti- 
“cism,” Safire says. | 
* PERHAPS all airlines should carry a 
pot of paint. Piedmont Airlines had a 
plane pictured recently with its chin 





its insignia (presumably quickly 
painted out. Years ago, when I was in 
Cambodia, Air France came down on | 
the wrong airstrip outside Phnom Penh. 
First man out? A man with a pot of 







































































By Shim Jae Hoon in Jakarta 

: Ат Jakarta's Senayan 
| Convention Hall on 
j the evening of 20 Oc- 
| tober, as he stood 
ramrod straight be- 
hind the lecturn and 
spoke їп а strong, 





‘dent Suharto of Indonesia hardly ap- 
peared tlie aged, exhausted man that his 
many critics have portrayed. 
Finally, after a two-year period mar- 
ed by bombings, a dozen court trials in- 
olving Muslim extremists, and a 31% 
evaluation of the local currency in Sep- 
ember, the 65-year-old retired army 
general was declaring his readiness for a 
ew five-year term in office. It will be 
'Suharto's fifth consecutive term and a 
milestone in the history of this immense- 
ly diverse equatorial nation, whose 165 
‘million people speak half a dozen lan- 





“gions. 

In line with the 1945 constitution 
which he has been defending against 
“steady opposition attack in recent 
months, Suharto, «as usual, will be 
hosen.in an indirect election by the 
'éople's Consultative Assembly, incor- 
porating the House of Representatives. 
lso as in the past, he will be the sole 
andidate, picking his own vice-presi- 
‘dential running mate. : 

c Inthe words of government officials, 
this procedure. reflects the spirit and 
deals of the Pancasila democracy — the 
pervasive state doctrine emphasising 
‘harmonious co-existence among the var- 





















nents making up the modern Indone- 


Tate president Sukarno first proposed to 
inimise frictions from communal, re- 
igious and political strifes in the chaos 
of the post-independence- years, en- 
shrines the principle of musyawarah and 
mufkat, a process of arriving at a deci- 
ion-through consensus-building rather 
athan a vote c7 os s 
That being the case, neither the 
presidential 
"March 1988, nor the more lively par- 
liamentary poll in April 1987, is likely 
vto invite. significant political changes. 
| Suharto: will be duly chosen, while 
othe ruling Golkar group — encompass- 
ing various functional bodies such as 
the civil. service and the armed forces 
| «— sees no trouble in getting what its 
secretary-general, Sarwono Kusumaat- 
тайа, һорез for atthe parliamentary 
olls: а 70%: plurality from. some 94 






































Suharto faces economic 


booming voice, Presi-.. 


million ballots that are expected to be | 


cast. 
. Undoubtedly, it takes much more 
than coercion or money, or even the 


¿familiar one-sided electoral rules to win 


such a landslide, though all of these 
have formed part and parcel of Indone- 


sian elections in the past. This time, | 


however. reduction of the campaign 
period from 45 days to 25 will add to the 
already strong Golkar position — 
helped by millions of trained "cadres" 
freely roaming the country, canvassing 
for the ruling party. The other two con- 
testants — the Muslim-based United 
Development Party and the Christian- 
nationalist coalition, the Democratic 


and political problems _ 


Breaking old ground © 





Even more vivid in the minds of many 
Indonesian voters is the spectre of the 
failed communist coup that resulted in 
the incredible massacre of up to half a 
million people in the name of anti-com- 
munism. 

In a radical swing of the pendulum, 
Suharto — fondly known as Bapak 
(father) by his subordinates — has 
provided. a long-period of political 
calm marked, unfortunately, by a steri- 
lised political process, а complete rever- 


sal from the.sharp politicisation under 


Sukarno. Indonesia today, as a ranking 
Golkar official’ told the REVIEW, is 
not a military. state despite the large 
political role played Бу the armed 





guages. and practise most major reli- | 


ious ethnic, réligious and racial compo-: 


бап republic. The doctrine. which the |. 




























uharto: questions over mandate. 


forces. It is à bureaucratic state, 
he вай s; зз 

- The reward for accepting this 
constriction has been steady 
economic development, fuelled 
by high foreign-exchange earn- 
ings from the staggering prices 
of . energy and. commodities 
.which. have enabled Suharto to 
achieve. something no other 
leader in the country's history 
has done. Indonesia, once Asia's 
largest food-importer, has be- 
come self-sufficient in rice; the 
bulging government budget has 
paved the roads, built schools 
and hospitals, and supplied fresh 
water. and electricity to tens of 
"thousands: of. villages: Where 
formerly only га handful .of 
affluent elites existed nervous- 





| even created a small middle 
‘class, estimated to number be- 
tween. five and 10% of total 
population. i 
Despite these impressive re- 








election scheduled | for 





Party of Indonesia — will find it hard 
just to hold their ground. 

On top cf the imposition of various 
campaign restrictions, the non-govern- 


| ment parties have neither an indepen- 


dent. press nor sufficient means to pre- 
sent their case to their electorates. Since 
the dawning of New Order government 
(as opposed to Sukarno's ancien re- 
gime) in 1965, Suharto has given them 
scant oppor:unity to develop as an alter- 
native. 

Still shuddering from the trauma of 
the Sukarno years when political chaos 
ran rampan: and annual inflation soared 
to 60096, Suharto and his fellow gener- 
als have come to associate liberal demo- 
cracy with abuse of freedom and chaos. 





sults — and this seems to trouble 
Suharto most — a malaise has apparent- 
ly set in. Chafing under the impact of 
economic .downturns, sections. of the 
once apolitical and quiescent popula- 
tion have grown restive and assertive. In 
Indonesia's second largest city of Sura- 
baya shortly after the shock devaluation 
announcement, several thousand people 
milled sullenly around the city square, 
angered by rumours of an ethnic Chin- 
ese family allegedly mistreating their In- 
donesian maid. Hadit not been for a 
show of force by the-local army garrison 
which reportedly mobilised armoured 
vehicles, theré could. have been a re- 
newed outbreak of anti-Chinese riots in 
the city, assure sign of serious political 
unrest. VOX | 












ly in a sea of poverty, he has | 














`| tranquillity. One of the phrases being 














cal reasons for the malaise lie 
much deeper, submerged in the struc- 
tured psyche of the Javanese mind. The 












"here, is not far removed from the Con- 
fucian notion that prolonged misman- 
ent бу а leader almost automati- 


In Indonesia, the concept wahyu or 
wangsit — divine revelation — corres- 
ponds to the Confucian: mandate... 

"series of recent developments — the 
continuous crackdowns on Muslim op- 

- ponents, the closing down of the Sinar 
Harapan newspaper (REVIEW, 30 
Oct.), the mysterious murder of Dice 
Budimuljono, a female model reported- 
ly linked to “a prominent person” con-. 
nected to the presidential palace — has 

- led people to.wonder if Suharto might 

= not have outlived his usefulness. 

СУАН of these things would have gone 

“unnoticed had the economy stayed 
afloat. “So long as the pie was growing, 
people would not have cared,” said one 
Observer. If devaluation crushed 


mystic culture of Java, laden with sym- | 
bolism and heavily influencing the | 
minds of military as well as civilian elites | 


| 
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Minor parties' struggle: page 48 
Succession issues: page 49 
Executions and politics: page 50 
RETRO RRR TONES: HU MSS. 
achieved at the expense of political par- 
ticipation. The improved function of the 
mass media constitutes one of the pres- 
sures for reform. Albeit under góvern- 
ment control, the media instantly take a 
vast number. of: people — especially 
those under 30, who make up half of In- 
donesia's population — to the centre of 
events or issues. 

In February, when Manila erupted in 
the fever of people's power revolution, 
the Jakarta press offered unpre- 
cedented coverage, focusing especially 
on illicit fortunes amassed by the family 
of deposed. president Ferdinand Mar- 
cos. People reading between the lines — 
and most Indonesians һауе no trouble 
doing this —. could almost instantly 
identify at whom the finger was pointed. 

Explaining the dynamics of social 
change, observers cite another example 





the middle class and shrank the 
purchasing power of the coun- 
tryside, the murder of Budimul- 
jono in Jakarta in September, | 
not far from the revered Herpes’ 
Cemetery, has outraged tlie sen- 
sibilities of Muslim elites, who 
say she was the mistress of some- 
опе with big political influence, 
who is thus able to escape police 
investigation. “Corruption: at 4/4 
the top, yes, we know. all about: 
that,” this observer said. “But 
this feeling of moral decay at the 
top, happening not far from the 
г symbol of our national indepen- 
dence, makes it hard to stand." 
The opposition critics from 
the Petition of 50 group —.com- 
“posed .of retired: generals and 
‘civilian politicians who have be- 
come». disenchanted with the 
present regime — portray Su- 
harto as à tragic figure caught in 
the web of his own successes. 
‘The: fruits of his development 


































' policies have inevitably given In- 
donesians a new awareness of the need 
“for political and economic reforms. 


Д п yet Suharto, enveloped by a 
P" Javanese court atmosphere created 
by trusted aides, may be too blinded by. 
self-confidence to discern the new 
‘dynamics swirling beneath the surface 





comed in Jakarta is Bapak marah, 
meaning the old man is in a bad mood. 
That is when things like the closure of 
Sinar Harapan are said to take place. 
Of course, nobody here suggests that 
demands for political reform have 
reached the. intensity of Taiwan or 
South Korea, but observers question 
the relevance of economic development 


| 
| 
| 








of Suharto's success — family planning. 


Across the Indonesian countryside, in 


front of the gates of each kampung 


(village), can be seen the wooden sign 
showing two large fingers sticking up, 
meaning "stop at two children." By 
learning to control the size of their fami- 
ly artificially, rural people, once re- 
signed to fate, have come to realise they 
can regulate their social environments: 

“That’s a big discovery, fraught with 
political messages,” said a well-known 
commentator. The implication is that as 
the rural population. becomes better || 
aware of its own-power, people could 
and:perhaps will demand: economic ог 
political reforms rather than waiting for 
the government to provide them. 
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lems.” : i 


| cope with the challenge. With along rec- 


|'alightening offensive. However. factors | 
"militating against him this time include - 


tient with his enemies, might well ignore 


| ailing. Sukarno whom he squeezed out 


| this, he can only step down on his own 


; donesians aré born; every minute three 


„problems facing him, it’s unfair to criti- 


| But it is fair to ask him to be honest 
| to ask him to give the last ounce. o 


| 1974 Malari affair of studentunrests а 













Kompas newspapers. It included c 
for a review of the 1945 constitutio: 
regulate the number of presidenti 
terms, thus strengthening the parli 
ment's role .vis à vis the administr 
tion, and a surprising amount of crit 
cism of the import monopolies breec 
ing corruption at the. top, which ev 
tually led. to the banning of 
Harapan. и 

























































































s a source who has closely wat 
the Suharto government fromi 
ception put it: “Even though our societ 
and economy move forward, the pr 
dent thinks in terms of 20 years: 
when poverty and chaos reigned, a 
he feels the people are ungrateful t 
him." S 
A more critical comment comé 
from a prominent figure from the fi 
New Order cabinet, who has since falle: 
out of Suharto's favour, who sai 
"Problems facing Suharto are ‘reall 
daunting . ... every minute six new-In 


new jobs have to be created. Some 
times, we wonder whether we did the 
right thing im supporting this man 20. 
years ago. Given ‘the magnitude of. 





cise him for everything that goes wrong 


is dedication to solving these prob- 
So the focus is on how Suharto w 


ord of successful crisis management 
including the decisive handling of t 


the 1978 challenges from. within the. 
military establishment itself. Suharto. 
may choose to tackle his opposition. 
much in the way he has done so far — 





his advancing age plus the widespread. 
gloom over economic prospects, which 
might work against him. eq 

Suharto, who is known to be imp 


the writing on the wall, and seek t 
prove his critics wrong by deciding to sit 
tight and finish his new term in office; | 
according to the pessimists. 

Or, immersed as he apparently is in’ 
the Javanese mysticism, he may be 
seeking, some say, to close the circle he 
opened when he took power from the 


of power 20 years ago. According to this 
theory, Suharto owes a debt to Sukarno, 
whose soul he must appease by leaving 
behind а better record. In order to йо 
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Weakened by internal 
trifé and government 
; interference, Indone- 
sia’s two minority par- 
| ties face a tough strug- 
le in their quest for 
otes in the run-up to 
BS the April 1987 parlia- 
entary elections. In addition to vari- 
s laws restricting their activities, 
egislation passed in 1983 requires all 
political, groupings to adopt the state 
ctrine of Pancasila as their objective 
and guiding principle. 
| While Pancasila — with its emphasis 
оп harmonious coexistence among the 
untry’s various ethnic and religious 
OUps — is a worthy goal, it inhibits po- 
al parties from reaching their con- 
nts.through ethnic or religious 
tification... 
Among the worst hit by the 1983 law 
the Muslim-based United Develop- 
ment Party (PPP) which, having col- 
lected 27% of some 82 million votes cast 
in the 1982 parliamentary elections, 
ds 94 seats in the House of Represen- 
tives. The PPP is the second largest 
party represented in the mostly ineffec- 
е parliament, which comprises 460 








by the president. 
^ Since under the 1983 Pancasila legis- 
tion the PPP is no longer allowed to 
se Mecca's Ka'abah Shrine — a power- 
. Muslim religious symbol — as its 
badge of identification, the party has 
lost its single most effective drawing 
card in its quest for votes among the 
country’s. huge. Muslim community. 
ore. recent legislation. forbidding so- 
апа political organisations from 
moting any ideology other than Pan- 
casila has resulted in the PPP's key Mus- 
т components, the conservative. Nah- 
atul Ulama (NU) and the more 
modernistic Muhammadiya 
groups, cutting their links with the party. 
|. While PPP leaders have been dis- 
heartened by the restrictive legislation 
nd the fallout from it, infighting poses 
(more. severe threat to: the party. 
ligned against PPP chairman John 
aro and party. secretary-general Mar- 
insyah is a coalition of dissidents 
headed by Sudarji, Ridwan Saidi, Zam- 


in the House representing the PPP's 
parliamentary wing... = 

«The government has played a role in 
keeping the PPP's internal strife alive, 
with various government officials-sup- 
‘porting one or another of the key PPP 
factions. Armed forces commander 
"Gen. Benny Murdani is said to back 
Маго, while House speaker Amirmach- 
mud is said to endorse Sudarji. So in a 





face struggle for votes 






clash of interests within the governing 
circle itself. 

The loss cf the NU and Muham- 
madiyah may cost the PPP 30% of its 
voter support, some observers estimate. 
However, Mardinsyah told the REVIEW 
that the party may be able to improve on 
its performanee in the last election by 
focusing on the secular political issues of 
the country's recent economic slump, 
compounded эу the government's de- 
valuation of tbe rupiah. 

He added that the party would not 
try to capitalis? on quasi-religious politi- 
cal issues — sach as the Tanjung Priok 
incident, where Muslim extremists were 
shot and killed during rioting in Jakarta 
two years ago — to win votes. “Our pur- 
pose in an election is not to take [control 
of] the government but to participate in 





members — 100 of whom are appointed | 


social | 


топі and Nuddin Lubis, a vice-speaker | 
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| The Ka'abah: powerful image. 


it," he said, m acknowledgment of the | 
limitations of Indonesian party politics. 

The PPP's success or failure in.hold- 
ing its ground in a secularised election 
will serve as, an important political 
weathervane The economy issue — 
and, perhaps, the government's sec- 
ularisation policy itself — could elicit a 
strong response among voters, though 
the time candidates have to put the is- 
sues before the public was limited by the 
government when it reduced the official 
campaign pe-iod to 25 days prior to the 
polis from 45. 


he government is well aware of the 
‚ & risks. Murdani and State Secretary 
Sudharmono have cautioned. against 





12 million vozers casting their ballots for 
the first timc next year could have un- 
settling effec:s. “We should educate the 
people that elections are a routine mat- 
ter, not to зе dramatised," Murdani 





way, the infighting reflects a parallel | 


saidin October. i 


coali 


public unrest. The emergence of about | 






it yof )ashaky 
on of thre alist and two 

Christian groups that were active under 
the late president Sukarno, might im- 
prove. slightly given that some govern- 
ment officials have expressed sympathy 
for the old Sukarnoist elements. PDI, 
the smallest party in parliament with 24 
seats, won 18%. of the vote in the last 
general election. 

However, the PDI's strength is also 
threatened by infighting — along religi- 
ous, regional and even ideological lines, 
with Christians pitted against. Muslims 
and regional boards scrapping with the 


. Jakarta-based central leadership. At 


the party’s last national convention in 
April, passions exploded ‘into: ashtray- 
throwing and open brawls. 

Some observers say the government 
must share responsibility . for . the 
squabbling because, they say, it saw to it 
that Suryadi, an East Javanese Muslim, 
was installed as party chairman, while 
the second most important post, that of 
secretary-general, went to Nicolaus 
Daryanto, a Christian from the defunct 
Indonesian Catholic. Party. When in- 
fighting made it impossible to elect a 20- 
member central executive board, Home 
Affairs Minister Suparjo Rustam step- 
ped in and did it for them. Such official 
interference into the activities of politi- 
cal parties is taken for granted here. 

While Daryanto suggests that the 


| party's Christian wing is.content with 


the present arrangement, the Sukar- 
noists — under a new slogan of recon- 
ciliation, rehabilitation and consolida- 
tion — have moved quickly to capitalise 
on the late president's image, which re- 
mains fresh in the :minds of many in 
Central Java. With tacit government ap- 
proval, the party is fielding two of 
Sukarno's eight. children — his son, 
Sukarnoputra,. and. daughter Sukar- 
noputri, along with her husband. Since 
Indonesian voters cast their ballots for a 
party, not a given candidate, under the 
country's ` proportional-representation 
system, Sukarno's name should help the 
whole party. 

For the first time since Sukarno's 
death in 1970, observers note, the gov- 
ernment sent an official delegation to 
the former president's grave site — and 
to that of the late vice-president 
Mohammad Напа — on Heroes Day on 
10 November. 

Two explanations have been of- 
fered for this belated official recogni- 
tion, Suharto, some observers argue, 
now believes that his place in In- 
donesia's history is secure enough to 
show magnanimity to a man who help- 
ed bring independence to the country — 
though his subsequent. policies brought 
Indonesia to the brink of disaster. 

Other observers suggest that the gov- 
ernment's gesture towards Sukarno may 
represent indirect support for the PDI in 
an effort to check the PPP's polling suc- 
cesses. E 























There have been signs of a govern- 
ment tilt towards the PDI. In early Sep- 
tember, Murdani attended a party 
meeting in Jakarta and told the gather- 
ing that "the people were placing new 
hopes" in the PDI and that the party 
ought to keep up this momentum. In re- 
sponse, Suryadi said: "So we no longer 
have to convince people that the PDI 
need not be suspected or feared [by vot- 
ers] in the coming elections." 

Whatever boost Murdani's words 
may give the PDI, the ruling Golkar, 
with its enormous financial resources 
and organisational skills, will. sweep 
the country — leaving the PDI and 
the PPP scrambling for fringe areas 
in their traditional bases of support. 
While the PPP taps its strongholds 
in northern Sumatra, including 
Aceh, the PDI will concentrate on 
smaller eastern islands such as Molukas, 
Flores, Timor and parts of Irian Jaya 
where Christian influences have been 
strong. 


Ac from the election, the two par- 
ties’ long-term prospects are depen- 
dent on the government. Their office 
buildings belong to the Home Affairs 
Ministry, which even covers such ex- 
penses as staff salaries and electrical 
charges. The government also hands out 
to each party a monthly allowance of 
about US$5,000, as the parties have 
never been able to raise funds through 
dues-paying members. 

Cynical party leaders laugh at their 
own fate, freely admitting that there is 
no genuine independent opposition in 
Indonesia. Daryanto said: "We in the 
PDI don't want to place ourselves in the 
opposition. We yell if government does 
something bad, but yell within the sys- 
tem in our Oriental way and not as 
Westerners do. In the West, children 
yell at their father, but we don't do that 
in Asia. That's Pancasila." 

And so it goes. Candidates from all 
three parties must pass a rigorous secu- 
rity check by the 17-member Central 
Committee for Investigation before 
being allowed to run. The committee is 
composed of officials from the country's 
major security agencies, including the 
armed forces and the Bakin intelligence 
group. By the end of October, about 60 
of 800 prospective candidates from Gol- 
kar, 240 of 800 from the PPP and 259 of 
629 from the PDI had been judged unfit 
to run. 

Reasons for disqualification ranged 
from alleged past connections with the 
outlawed Indonesian Communist Party 
to bad health, but incumbents who have 
criticised the government or even their 
own party have also been barred from 
running. Prominent among them were 
Golkar's Suhardiman, who supported a 
constitutional review on the number of 
terms a president can hold, and the 
PPP's Sudarji, who has led the party fac- 
tion seeking to dislodge Naro. 

— Shim Jae Hoon 
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Watching President 
== Suharto's health is a 
115| Critical assignment of 







| karta. What happens 
> J to the president can 
NY sway the future of this 
223 vast, strategic archi- 
pelago sitting astride the Pacific and In- 
dian oceans, with a population rapidly 
growing beyond the present 165 million. 
At the age of 65 and after two unin- 
terrupted decades in power, Suharto 
continues to impress visitors with his 
intelligence and lucid memory. The am- 
bassador from a major Western country 
who saw him in July was struck by his 
robust command of issues and details. 
Following a June 1982 surgery on his 
prostatic glands, Suharto is seemingly 
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fit and alert, though he has grown portly 
in recent years. He is not unconscious of 
his advancing age, however. In accept- 
ing nomination for a new five-year term 
at the 20 October reception marking the 
22nd anniversary of the ruling political 
grouping Golkar, Suharto declared: “If 
in the mid-term I am judged incapable 
[of fulfilling my duties], please release 
me quickly without much ado.” 

By the standards of post-indepen- 
dence Indonesia, Suharto is overstaying 
in office. The average political lifespan 
of leaders before him — the late presi- 
dent Sukarno and vice-presidents 
Mohammad Hatta, Sultan Hamengku- 
buwono and Adam Malik — was around 
20 years or less. When he finishes the 
new term, following his almost certain 
re-election in March 1988, Suharto, by 
then 72, would have been in control for 
27 years. “It’s just too long by Javanese 
standards and he's much too old for that 
[record] now." said a foreign diplomat 
with long experience here. 






















Searching for signs of 
Suharto's successor 








The issue of succession is seldom de- 
bated in public, yet it is never far from 
cocktail-round topics among govern- 
ment insiders and intellectuals. Given 
Indonesia's unique political culture, a 
successor must have at least three qual- 
ifications. 

In view of Java-centrism prevailing 
in government and other institutions, 
the new president will have to be a 
Javanese, like Sukarno and Suharto. In 
anation where the army dominates poli- 
tics, he should also be a general, either 
active or retired and from an operation- 
al rather than ап intelligence 
background. This belief stems from the 
fact that he should be able to command 
the loyalty of the entire Abri (the armed 
forces) rather than just a specialised 
branch. Suharto was such an operation- 
al general. 

While these qualities may be essen- 
tial, the Indonesian Constitution makes 
it mandatory for the president to come 
from the ranks of the Muslims, who 
make up 90% of Indonesia's popula- 
tion. “Given the smouldering issue of 
religion here, it's still much too early for 
Indonesia to have a Christian presi- 
dent," conceded a Protestant observer. 

These requirements leave only a 
handful of generals in the line of succes- 
sion. Moreover, this pattern of rotation 
of power among the elite is rooted in the 
tradition of kraton (palace) politics 
marked by intrigues, rivalry and pater- 
nalism. 


Soe according to this widespread 

rception, is a modern-day Javan- 
ese king skilfully playing off one prince 
against another. Thus the process of 
succession will be guided by the unpre- 
dictable factor of personality rather 
than by institutional requirements, it is 
felt. 

Under the present constitution, 
Vice-President Umar Wirahadikusuma 
takes over in the event of Suharto's sud- 
den incapacitation. If both men were for 
some reason unable to function. then 
the orthodox pecking order would pre- 
vail; in this case. a government run by a 
triumvirate consisting of Foreign Minis- 
ter Mochtar Kusumaatmadja. Home 
Affairs Minister Suparjo Rustam and 
Defence Minister Poniman. A new elec- 
tion would be held after six months. 

The circumstances of Suharto's 
transition, however, will greatly affect 
the choice of a successor. Under one 
scenario, he will accept re-election by 
the joint session of the House of Repre- 
sentatives and People’s Consultative 
Assembly (MPR) in March 1988, only 
to step down two or three years later, 
during which time he will have groomed 
a successor. His recent speech makes it 























р that this could be the most prob- 
able course of action. 

Under a different scenario, his new 
term could be cut short by a palace 
coup, mounted perhaps by younger 
generals blaming his government's 
management — or mismanagment — of 
the economy in the wake of oil price 
drops and the recent devaluation of the 
rupiah. As improbable as such а 
scenario seems, some observers insist 
that it cannot be ruled out. It is said that 
some younger generals are unhappy 
about Suharto's alleged connections 
with Chinese entrepreneurs. And the 
growing business role of his sons has 
been criticised. 

How deep or significant these feel- 
ings run is hard to tell, but according to 
sources, the last seminar for top Abri 
commanders at Bandung in August wit- 
nessed several Batak generals (an in- 
fluential ethnic North Sumatran group- 
ing within the army) registering criti- 
cisms over the way the economy and po- 
litical situation has developed recently. 
While a mild form of dissent has always 








been a part cf the Abri establishment's 
tradition, it was enough to attract out- 
side attention. For the moment, how- 
ever, nobody seems to command 
enough prestige or power to position 
himself as an alternative to Suharto. 


As the palace loyalists, focus is 
on who Suharto will pick as his run- 
ning mate at the MPR session in 1988. 
Keenly watched is State Secretary 
Sudharmono, 59, who for many years 
has supervised the government, bureau- 
cracy and even the ruling Golkar as an 
informal prime minister. While the 
slim, self-effacing Javanese works com- 
fortably with Suharto, he lacks muscle 
on the military side. 

A retired army general with a 
background n law, Sudharmono is well 
versed politizally and administratively, 
but does not have operational or com- 
bat experience. In the event of his be- 
coming the vice-president, he will al- 
most certainly be a powerful one, going 
well beyond “he present ceremonial role 
undertaken by incumbent Umar. The 


key job of state secretary will then most 
likely be taken over by Cabinet Secret- 
ary Murdiono, a Suharto confidant. 

Armed forces commander Gen. 
Benny Murdani, 54, is probably the 
most powerful man after Suharto in In- 
donesia, but at least in theory the gen- 
eral appears to be most unlikely to suc- 
ceed to the palace. In the eyes of politi- 
cal purists, not only is he less than 100% 
Javanese — his grandfather was a Ger- 
man railway engineer who acquired 
Dutch nationality and married a Javan- 
ese — he is also a Roman Catholic. 

As head of the powerful Kopkamtib, 
or the Command for Restoration of 
Order and Security, Murdani controls 
the politico-military machinery while 
Sudharmono looks after the govern- 
ment ministries. Murdani played а 
prominent role in the West Irian cam- 
paign, in which Indonesia fought the 

utch over what is now Irian Jaya, but 
his background is in intelligence. 

Suggestions that he might convert to 
Islam to stand in the line of succession 
have surfaced periodically, but Indone- 





Postponed executions may 
have political messages 





Crouch 
ie The execution of 
| another nine convict- 
"143: ed communists іп In- 

ГЕН] donesia in September 

22 has led to criticism at 
home апа abroad. 
The nine, who were 
sentenced to death 


By Harold 
A 









Piu 


between 1966 and 1972, had been in- | 
volved in one way or another in the | 
so-called coup attempt of 1965, during | 


which six leading generals were assassi- 
nated. 

The most prominent of the executed 
prisoners was Kamaruzaman, better 
known as Syam, who as head of the In- 
donesian Communist Party's (PKI) sec- 
ret Special Bureau, had joined dissident 
military officers in organising the move- 
ment against the army leadership in 
1965. 

Leftist opponents of the Suharto gov- 
ernment have intensified their opposi- 
tion to the regime, but vocal protest has 
also arisen in other quarters. Concern 
has been expressed, for example, in EEC 
countries and Australia, where govern- 
ments have generally been well disposed 
towards Indonesia and which have sup- 
plied it economic and military aid. The 
protests in part stem from a feeling that 
it is wrong to execute ageing prisoners 
for crimes committed so long ago. 

The current series of executions 
began in May last year, when the former 
leader of Indonesia's communist trade 
union movement, Mohammed Munir, 





who was convicted in 1973, was exe- 
cuted. Shor-ly afterwards, three more 
veteran PKI A red — all in their 60s 
and convicted in 1975 — were brought 
before firing squads. 

Now ancther nine have been shot. 
Before Murir's execution, only six of 
the more than 70 military officers and 
PKI activists who had been sentenced to 
death in the wake of the 1965 incident 
had been executed — the last execu- 
tions taking place in the late 1960s. 

Why has Indonesia resumed the 
execution of communist prisoners after 
a lapse of more than 15 years? The offi- 
cial explana-ion is that the law is simply 
taking its course. The prisoners have 
been tried according to the laws of the 
land and found сы. They had been 
given the right to appeal and to request 
pardon. All avenues have been exhaust- 
ed, so there is now no alternative to 
carrying out the sentences, the explana- 
tion goes. 

It is generally admitted that the In- 
donesian judicial system works in a slow 
and cumbersome way, but it is hard to 
accept that t took up to two decades to 
deal with арреа and pardons. While it 
may have оееп considered useful to 
keep some key figures alive in order 
to appear as witnesses in subsequent 
trials, the delay seemed longer than 
necessary for this purpose. Observers 
of Indones an political developments, 
therefore, tend to look for other expla- 
nations. Most suspect that the execu- 
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Muslims protesting Tanjung Priok deaths. 


tions have short-term political motives. 
One possible explanation lies in the 
changing prospect facing Indonesia in 
the next few years. Proponents of this 
theory suggest that after more than а 
decade of rapid economic development 
founded on high oil prices, Indonesia 
now faces difficult economic times. 


I: will be impossible to meet the em- 
ployment goals of the current five-year 
plan, these theorists argue, with the re- 
sult that social dissatisfaction seems 
sure to increase, especially in the cities. 
Perhaps the executions could be seen as 
a warning to radicals who might try to 
mobilise the urban poor or even revive 
the PKI, this theory suggests. However, 
this explanation is not fully convincing. 
In reality there are no signs of a PKI re- 
vival, while in recent years the urban 
poor have not been mobilised by left- 
ists, but by Muslims. 


20 NOVEMBER 1986 e FAR EASTERN ECONOMIC REVIEW 








sian analysts dismiss the notion as total- 
ly out of step with the Javanese scheme 
of things. Such a move would amount to 
a loud proclamation of his political am- 
bition, thus awakening keen opposition. 

For now, Murdani seems to revel in 
the popularly accepted image of himself 
as the No. 1 kingmaker rather than the 
crown prince. Many regard him as the 
quo of Suharto's power rather than 
the power itself. Of course, all this could 
change in the event of a strong coup or 
massive political unrest calling for Kop- 
kamtib's intervention. But given the 
tight political control imposed by the re- 
gime, it would surprise many if such a 
necessity arose. 


В: contrast, few doubt the potential 
strength of Lieut-Gen. Try Sut- 
risno, 51, Abri's rising star who suc- 
ceeded Gen. Rudini, 57, as the new 
army chief of staff. An East Javanese 
with santri (devout Muslim) background 
and the son of a Muslim preacher, the 
boyish-looking ‘Try’ (pronounced tree) 
is the first senior officer to take over the 








A more popular theory sees the 
executions as a sop to the Muslim oppo- 
sition. The most serious opposition to 
the military in the 1980s comes from 
Islam, and it is with extremist Muslims 
that the government's security ap- 
paratus has been primarily concerned. 
Since the Tanjung Priok riot in late 
1984, at least 130 Muslim activists have 
been convicted, including three who 
were sentenced to death. Another three 
young Muslims, who were convicted for 
earlier acts of violence have been exe- 
cuted — the first in 1983, the second in 
Feburary 1985 and the third in Sep- 
tember 1986. 

It has been suggested that the gov- 
ernment is worried that its preoccupa- 
tion with Islamic extremism might be 
perceived by moderate Muslims as indi- 
cating a basically anti-Islamic outlook. 
In order to correct this impression, it is 
argued, the government has started to 
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top army post who was not from the 1945 
generation of elder generals who fought 
the independence struggle against the 
Dutch. 

Sutrisno, a 1972 graduate of the elite 
Staff and Command School in Bandung 
and for many years Suharto's aide-de- 
camp, has a magnetic pull over rank- 
and-file Muslims who marvel at his fre- 
quent quotations from the Koran. “He 

its the old mould of things in In- 

donesia,” a diplomat commented, “a 
fellow who knows exactly how to be- 
have in a village mosque.” 

Such impeccable credentials as a 
Javanese Muslim, coupled with proven 
loyalty to Suharto, have convinced ob- 
servers that Sutrisno is actually being 
groomed to take over. The likelihood 
would increase if Suharto were tempted 
to make a bold jump in generation to- 
wards the end of his new term. 

Exactly who will follow in the pro- 
motion line of Sutrisno is not certain. 
The new deputy army chief of staff, 
Lieut-Gen. Edy Sudrajat, 48, comes 
from the New Order pantheon in terms 


execute Communist prisoners to show 
that it is fair and even-handed, equally 
determined to punish all extremism 
whether of the Left or the Right. 

This theory is plausible. Munir's 
execution took place only three months 
after a Muslim went before a firing 
squad, while the nine recent executions 
came only a fortnight after the most re- 
cent Muslim execution. 


Ave political message that might 
have been intended by the govern- 
ment at the time of last year's execu- 
tions relates to the very gradual move- 
ment towards normalisation of relations 
with China. Diplomatic relations with 
China were suspended after Indonesia 
accused Peking of playing a role in the 
1965 coup attempt, and it was only in 
1985 that Indonesia began to take hesit- 
ant steps towards normalisation. 

Faced with difficult economic condi- 
tions and the need to expand exports, 
Indonesia decided to try to improve its 
access to the China market. In April 
1985 China's Foreign Minister Wu Xue- 
qian visited Indonesia for an interna- 
tional conference — the first visit by a 
Chinese foreign minister since 1965 — 
and in July a semi-official memorandum 
of understanding on trade between the 
two countries was signed. 

Once again the timing of the PKI 
executions seemed relevant. Munir's 
execution was a few weeks after the 
Chinese foreign minister's visit, and the 
other three faced firing squads during 
the week before the signing of the trade 
agreement. It seemed that the Indone- 
sian authorities were trying to tell China 
that any steps towards closer economic 
relations would not be followed by 
warmer political ties. At the same time, 
the Indonesian people were being re- 


of his background, but he is a Sun- 
danese from West Java, and they have 
had difficulty gaining acceptance to the 
inner circles. 

Whereas Sudrajat comes from a crack 
Red Beret special forces unit, Sutrisno 
has ап army civil engineering 
background. Not only have the rela- 
tions between the two been describ- 
ed as far from satisfactory; some be- 
lieve Suharto had placed Sudrajat under 
Sutrisno to balance the latter's growing 


power. 
Guiding this pattern of artificially 
modulated power transfer is Suharto's 


philosophy of Tinggal Landas, a vision 
of Indonesia's economic takeoff to- 
wards the 21st century under the con- 
tinued stewardship of Abri. 

The abrupt collapse of former presi- 
dent Ferdinand Marcos’ rule in the 
Philippines could only have driven 
home to Suharto that he should not 
allow events to overtake him, but rather 
should take control of the chain of suc- 
cession. Signs are that he intends to do — 
so. — Shim Jae Hoon 


minded that anti-communism, a major 
component of the regime's legitimat- 
ing ideology, was not being compro- 
mised. 

The September executions do not 
seem to be related to any new initiatives 
in the relationship with China, but one 
could speculate that a different foreign- 
pay message might be intended. The 

ebruary rebellion in the Philippines 
that ousted president Ferdinand Marcos 
has been very disturbing to Indonesia’s 
leaders. 

Indonesia’s leadership has been wor- 
ried by Manila’s new willingness to 
negotiate with the communist New Peo- 
ple's Army, a concern which was made 
clear to Philippine President Corazon 
Aquino during her recent visit to In- 
donesia. The executions of PKI leaders 
in 1986, like those of 1985, may be in- 
tended to reinforce a political point — 
this time for the sake of Manila. 

A final political message conveyed 
through the executions seems to be a 
simple assertion that Indonesia claims 
the right to do whatever it sees fit with 
its own citizens. Just as Sukarno once 
told the Americans “to go to hell with 
your aid," Suharto seems to be telling 
foreign governments that what Jakarta 
chooses to do within its own territory is 
Indonesia's business and no one else's 
— whether it be the treatment of politi- 
cal convicts, transmigration, the admin- 
istration of East Timor and Irian Jaya, 
or whatever. 

In any case, experience has taught 
Jakarta that Western protests over 
human-rights issues are not followed by 
serious action, so the cost of ignoring 
protests are minimal. Whatever the 
main purpose of the recent executions, 
they seem to have more to do with poli- 
tics than justice. п 


51 




















and Gandhi ín New Delhi last year: one step backwards. 
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Back to the old refrain 


Indo-Pakistani relations worsen yet again 


By Salamat Ali in New Dethi 
pr year's high hopes of a thaw in 

Indo-Pakistani relations have faded 
away at last. The two countries are now 
back to their usual no-war-no-peace re- 
lationship. New Delhi seems reconciled 
to the view that it has managed to get 
along without normalisation with Is- 
lamabad so far and can continue to do so 
for the foreseeable future. 

This Indian view was emphasised by 
Prime Minister Rajiv Gandhi's two 
latest statements on the subject. On 24 
October, laying the foundation stone of 
what will be the country's largest naval 
base at Karwar — on Karnataka state's 
Arabian Sea coast — he called for step- 
ping up Indian naval preparedness to 
face the growing challenge from Pakis- 
tan. Four days later, addressing the first 
joint conference of the commanders of 
the three armed services in New Delhi, 
Gandhi said that Pakistan was not show- 
ing a "serious interest in normalisation 
of relations with India and is encourag- 
ing terrorism in this country." 

Gandhi also asserted: "We have 
positive information and evidence 
about the help being given by Pakistan 
in training terrorists," and that ter- 
rorism was often linked with trafficking 
in narcotics "which are flowing from 
Pakistan." He went on to add that India 
did not wish to produce a nuclear 
weapon but that if Pakistan forced its 
hand, it would have to reconsider its de- 
fence options. 

The hopes of a breakthrough in bilat- 
eral ties had reached their height at the 
end of last year following a series of 
events. At the funeral of the Indian 

rime minister Indira Gandhi in 
ovember 1984, her son and successor 


met Pakistani President Zia-ul Haq for 
the first time. Most observers thought 
that the both of them had hit it off very 
well. The cordiality was maintained at 
their next m2eting in Moscow in March 
1985 during Soviet leader Konstantin 
Chernenko’s funeral. 

In October-November 1985, the two 
happened tc meet in New York at the 
UN General Assembly session and in 
Oman during the anniversary celebra- 
tions of the coronation of Sultan 
Qaboos. These were followed by the 
Dhaka summit of the South Asian As- 
sociation for Regional Cooperation 
on 7 Decemoer last year. Ten days later 
Zia visited New Delhi to announce to- 
gether with Gandhi that the two coun- 
tries had azreed not to attack each 
other's nuclear facilities. 

The two sides also agreed to hold 
several meetings of officials to develop 
cooperation on a series of issues to pave 
the way fcr bilateral normalisation. 
These were expected to culminate in а 
visit by Gandhi to Islamabad in June 
this year. But the official parleys soon 
ran into several snags and Gandhi's 
planned visit to Pakistan had to be un- 
ceremoniously aborted. 


№ Delhi complained that Islama- 
bad was not sincere in its professed 
aim to normalise ties. For instance, In- 
dian Finance Minister V. P. Singh and 
his counterpart Mahbubul Huq discuss- 
ed trade promotion in early January. 
The two ag-eed in principle that bilat- 
eral trade, limited to a mere 41 items, 
should be expanded to about 200 items 
initially anc all restrictions should be 
abolished eventually. Planned follow- 








up meetings of bureaucrats to facilitate 
trade, however, did not take place. 

Also in January, the Indian defence 
secretary went to Pakistan to discuss a 
dispute over the Siachin Glacier in 
northern Kashmir where clashes be- 
tween the two armies had occurred ear- 
lier. Both sides agreed not to use force 
to change the military status quo in that 
area. But India complained that Pakis- 
tan was not even willing to reiterate this 
understanding during subsequent talks. 
Intermittent clashes in the Siachin area 
have continued since. 

Again in January, as the Indian 
foreign secretary was in Islamabad to 
discuss normalisation, the ruling Pakis- 
tan Muslim League (PML) passed a re- 
solution opposing the proposed expan- 
sion in bilateral trade. Soon afterwards, 
Huq, who had negotiated with Singh, 
was stripped of his finance portfolio. 
That was seen in New Delhi as punish- 
ment for attempting to normalise eco- 
nomic relations with India. 

The PML resolution also dwelt on 
the Kashmir dispute and demanded its 
settlement in accordance with earlier 
UN resolutions prescribing a plebiscite 
in the two parts of the state now divided 
between India and Pakistan. The Indian 
foreign secretary took note of the resol- 
ution and said bluntly in Islamabad that 
if the Kashmir dispute was to be resur- 
rected, no progress would be possible 
on bilateral relations. 

India has also noted that after re- 
maining silent for years, Pakistan raised 
the Kashmir issue at the UN General 
Assembly this year leading to a rebuttal 
by the Indian delegation. New Delhi is 
unhappy that Pakistan is planning an in- 
ternational conference on Kashmir in 
London, and a leader of the Pakistani 
part of Kashmir was lobbying for sup- 
port for that during the recent summit of 
non-aligned nations in Harare. 

The Indians argue that Pakistan's 
latest posture on Kashmir is contrary to 
Zia's December 1985 statement in New 
Delhi that the issue could be settled at 
an appropriate time in the future in ac- 
cordance with the Simla Agreement of 
the early 1970s, which required that all 
Indo-Pakistani disputes should be set- 
tled through bilateral negotiations. 

Another bone of contention is Sikh 
terrorism in the state of Punjab. Assert- 
ing that more than 90 Sikh terrorists 
trained in Pakistan are now being held 
in the state, the Indians dismiss Pakis- 
tan's denial of involvement with Sikh 
extremism. They argue that Pakistani 
missions in New York, Washington, 
London and Ottawa — either directly or 
through front organisations — are en- 
couraging and helping Sikh extremists 
in those countries. 

However, even as the mutual re- 
criminations continue unabated — 
Pakistan also has its long litany of com- 
plaints (REVIEW, 6 Nov.) — foreign 
analysts do not expect an outbreak of 
major armed hostilities. п 
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ои Dont worry. Comparatively. few 
people would have been able to turn 
confidently to the next page. 
| . But then comparatively few invest- 
ments: outperformed the GT Europe 
Fund last year. . 
| Of course, ours isn't the only Fund 
_ to benefit from the recent buoyant 
. European economy. 
dis But а growth rate of more than 
297% in the last twelve months has 
-made it one of the five best performing 
Europe Funds. į (Source; Money Management September 1986). 
ih After such. remarkable growth, 
уои could easily | presume that it was 
| justa short term European boom. But 
- we think youd be wrong. | 
- . Strong economies, low inflation 
_ | and keen overseas interest in Europe 
| сап only be good news for the stock 
markets. . 
Of course, such. high growth rates 
are somewhat exceptional. 


_GT Europe Fund 














inthe last yeas, 
~ read on. 


But we believe that ‘Europe | is still ат 


coupon. 






will remain one of the best places for 
long term investment. - | 
GT have had many years of experi- 
ence there, and currently has around. 
$670 million invested in various European 
markets on behalf of our inst tutional 
and private clients. | 
GT is a major independent inter- 
national investment management group. 
From our offices around the world our. 
Fund managers monitor the financial. 
markets worldwide. 
If youd like to know more about 
the GT Europe Fund, pite fill i in the. 

































To: Miss Catriona Maclean, GT Mines (Adi) Limited, 
28th Floor, Two Exchange Square, 8 Connaught Place, 
Central, Hong Kong. 









2 Ifyou are a a US citizen please tick the box. _ 


This advertisement does. not constitute an affer of Units inthe” . 
Fund. Applications for units тау only. be made on the basis of 
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By Ted бир 
C hen Yiging is a kind of country 
Croesus. At 68, his yearly income 
from the land is said to be Rmb 30,000 
«(US$9,000). In the dusty village where 
€ lives, such wealth is considered un- 
athomable. Time and again he has 
een trotted out before Chinese and 
foreign journalists and put on show like 
a fine race horse. He is a Wan Yuan Hu 
т "10,000-yuan man" which means his 
family earns at least US$3,000 each 
year. 

But stories like Chen's are disap- 
earing from the Chinese media. It is 
ot that the Chens of China are getting 

er or that the economic reforms are 
talling. On the contrary, the demise of 
he Rmb 10,000 man as a media pheno- 
menon should be hailed as a promising 
.sign that China's reforms are entering a 
more realistic phase and that China's 
pressis maturing. 
© Chen was the face of prosperity, 
gold-capped teeth and all. For some 800 
million Chinese who toil on the land, 
|. Chen and others like him were living 

proof of what could be done under 
- China's economic reforms. Chief 
"among these was the so-called “respon- 

sibility system" under which some pro- 
fits from personal effort could be poc- 
- keted rather than passed on to the state. 
This new system was to supersede the 
old "iron rice bowl" system which of- 
féred security but little incentive. Of 














The rise and fall of 
the 10,000-yuan man 


course the new system also created new 
risks of persor.al loss. The state's pro- 
motion of the Rmb 10,000 man was an 
effort to woo the peasants away from 


„ that antiquatec system. 


In addition, the state hoped to over- 
come the traditional Chinese reluctance 
to be prominent. “People shun fame 


just as pigs are afraid of becoming fat," | 


as one proverb puts it. "The tree that is 
taller than the others will be destroyed 
by the wind," says another familiar pro- 
verb. The communist ascension (1949) 


| 


and later the Cultural Revolution (1966- | 
‚ forms and made cynics of some. To 


76) re-enforced that notion. In China, 
where change has been sudden and vio- 


lent, the value of keeping a low profile is | 


universal wisdom. By extolling the Rmb | 


10,000 households, the state hoped to 
send a differert message — that it is all 
right to be richer than your neighbours, 
at least for a litzle while. 

The idea of creating role models or 
archetypes here is nothing new. "Learn 
from comrade Lei Feng," Mao Zedong 
proclaimed ncarly 30 years ago, thus 
elevating a simple self-sacrificing sol- 
dier to a folk hero. The difference is that 
the state today is giving its blessing to 
entrepreneurship. The Rmb 10,000 
man was like a character of Horatio 
Algers — a study in individual re- 
sourcefulness, but more importantly an 
endorsement 5f the system which al- 
lowed him to prosper. 














The problem was that many people 
in China's countryside did not believe 
the stories of the Rmb 10,000 house- 
holds. The simple undisputed fact is that 
Rmb 10,000 families remain a rarity — 
economic freaks — in China's humble 
countryside. Even thé State Statistical 
Bureau, never known to downplay 
China's accomplishments, does not 
suggest otherwise. The average per 
capita net income of rural households in 
1984, it reported, was Rmb 355. Less 
than 17% of the households made Rmb 
1,000, and these were labelled “well-to- 
do." Those making more than Rmb 
1,000 a year made up only 1.476. 

It was inevitable that the stories 
would begin to backfire and so they did, 
in a variety of ways. Instead of inspiring 
peasants to put their faith in the new 
economic reforms, the stories tended to 
undermine peasant confidence in the re- 


| struggling peasants trying to better 


themselves, the accounts of Rmb 10,000 
households became an annoying pre- 
sence, ubiquitous in the Chinese media 
but seldom encountered personally. 
M importantly, it placed an un- 
fair psychological burden on many 
peasants who were in fact enjoying a 
steady though modest improvement in 
their standard of living. Their progress 
seemed trivial measured against the 
Chens of the world. Although the aver- 
age per capita income of peasant house- 
holds was a mere Rmb 355, that was still 
nearly two-and-a-half times as much as 
was earned in 1978, even after factoring 
in inflation, according to the State 
Statistical Bureau. 
One young peasant from Sichuan 






































































province said people in his village kept 
asking themselves what they were doing 
wrong that they were not sharing in the 
great wealth of the Rmb 10,000 man. 
He became a symbol not of promise but 
of frustration and a growing impatience. 
Some peasants quietly raised suspicions 
that the success of the Rmb 10,000 
households were less a product of hard 
work than backdoor connections or 
party affiliations. 

Among those who took the stories of 
prosperity at face value, there was an 
outbreak of envy commonly called “red- 
eye disease.” The government has said 
all along that in the economic reforms 
some must be allowed to prosper before 








others, and that there will not be a simul- | 
| ment. Accounts of individual wealth 


taneous sharing of wealth. But in a coun- 
try where at least the semblance of shar- 
ing is the state religion, the prominence 
given these figures was hard to swallow. 














There were other problems as well. 
For the relatively few peasants who 
made it big, the media attention of | 
being a Rmb 10,000 man created its own 
hardships. Like a lottery winner, some 
found themselves besieged by neigh- 
bours and local officials seeking or of- 
fering advice, or asking for handouts. 
One editorial noted: “In recent years, 
some people have become prosperous, 
thanks to their hard work as well as the 
party’s policy. However, like delicate 
seedlings, they still need protection.” 


inally, in recent months the stories of 
the Rmb 10,000 peasants became a 
political liability for the government of 
Deng Xiaoping and his reformist move- 


provided ammunition for the more con- 
servative elements. Men like 81-year- 
old Chen Yun, the economic patriarch 








satan 






















| such stories. Abandoning these stories 


| сап sustain the reforms in the long 





of post-revolutionary China, fretted 
aloud about a “get-rich-quick” mental- 
ity and the erosion of socialist values, 
The government, to its credit, got 
the message, though belatedly, that to. 
persist in promoting stories of outlan- 
dishly successful peasants ran the risk of 
losing credibility and support from: 
those whose help it needed most. The 
Chinese press in recent months has 
begun to openly discuss the folly of pro- . 
moting Rmb 10,000 households. China 
Daily, citing the Economic Daily, 
warned that "this one-sided and un- 
realistic reporting gave people the false 
impression that the reform was easy, 
had already scored decisive victories 
and made many people quite affluent." 
It was not only the peasant in the coun- 
tryside who was taken in, some edito- 
rials suggested. 
The demise of the Rmb 10,000. 
household — in the Chinese media in. 
any case — reflects a growing realisa- 
tion within the Chinese Government 
and press that the country's population 
is more sophisticated and sceptical than 
it once was. These days several. of 
China's senior journalists blush at the 
mere mention of Rmb 10,000 men, and 
there seems little interest in reviving 




























also is an acknowledgment that the road 
to China's modernisation is a long and 
bumpy one. Only widespread economic 
relief, not isolated tokens of success, 









run. 
It is this public acknowledgment that 
distinguishes the current reforms from 
so many ill-fated earlier campaigns 
which held out the promise of a quick 
fix. Ridding itself of the Rmb 10,000 
man will not in itself ensure China's suc- 
cess, but it does reflect à more sober 
realism. u 
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Bombay filmgoers line up for tickets in happier times. 





CINEMA 


“А homeless waif huddled 
in the rags of former glory' 


By Jagdish Bhatia in Bombay 


pm and projectors whirred to a 
stop in mid-October in Маһа- 
rashtra's studios and 1,338 cinema halls. 
The world's biggest movie industry 
went on strike, calling an abrupt halt to 
the dreams that hypnotise millions in 
India and abroad. 

In an unprecedented move that sent 
ripples across the country, the Bombay 
film industry downed shutters and 
switched off its neon glitter to protest 
against rising taxes and government 
levies. Some 30,000 film people — led 
by Sunil Dutt, a veteran actor-turned- 
member of parliament, as well as an 
epic cast ranging from top stars to 
obscure technicians and representing 11 
major unions — staged a massive, 15 
km-long procession that brought the 
city to a halt, like a freeze frame in a 
tilm. The concerted show of strength 
was particularly remarkable for a com- 
munity known for real-life jealousies 
and feuds often more melodramatic 
than anything it projects on the screen. 

The immediate cause of the strike 
was the recent imposition of a 4% sales 
tax on virtually every transaction in the 
trade, from leasing of prints by produc- 
ers and distributors to the hiring of cos- 
tumes and transports for shooting 
crews. The levy, estimated to enrich the 
state coffers by a further Rs 500 million 
(US$38.8 million) a year, came as a 
knockout punch to an industry already 
reeling under a crippling load of taxes, 
competition from TV and videos. 

Bombay films already contribute 
some Rs 800 million a year to the 
Maharashtra government by way of an 
entertainment tax, which can go as high 
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as 177%. On the sale of a Rs 8 ticket, the 
government pockets over Rs 5 leaving 
less than Rs 3 to be shared by the pro- 
ducer, director and theatre. 

The industry has long complained 
that the government is killing the goose 
that lays the golden eggs. In stark con- 
trast to the much-publicised glamour 
and opulence that is supposed to sur- 
round the Bombay talkie, the behind- 
the-scenes reality presents a bleak pic- 
ture verging on bankruptcy. It is 
claimed that less than 20% of Bombay 
films manage to cover production costs, 
and for every blockbuster that storms 
the box office there are a score of flops. 

Rampant video piracy, by which un- 
authorised cassettes of a forthcoming 
hit are реу in circulation long before 
the film has been released, has severely 
eroded the industry's profits, particu- 
larly from the Middle East and other 
overseas markets with sizeable expat- 
riate Indian populations. Despite the 
beleaguered film industry's repeated 
pleas, the Indian Government has yet to 
take firm action against such flagrant 
violation of copyright laws. 


I; an impassioned outburst that might 
have been borrowed from one of 
his cinematic creations, a noted director 
described the Bombay talkie as the “na- 
tional orphan,” a homeless waif huddl- 
ing in the rags of former glory. In 1947, 
out of a total of 281 feature films made 
in the country, 184 were in Hindi. But 
by 1979 only 114 out of a total of 714 
were їп that language. Regional 
cinema, once considered the poor coun- 
try cousin to its big-city mentor from 








Bombay, has come a long and successful 
way, particularly in the south. While 
Tamil, Telugu, Malayam and other re- 
gional cinema has been assisted by sub- 
sidies and tax rebates by various state 
governments, Bombay-based Hindi 
cinema has enjoyed little or no official 

atronage, which locally is reserved for 

arathi cinema. Like the itinerant 
romantic it often portrays, the Bombay 
talkie, by appealing to all, has ended up 
belonging to none. 

None, that is, except its myriad fans 
who make its dazzling illusions more 
real than their own lives. When a popu- 
lar Bombay newspaper columnist said 
that he and his neighbour had hopped a 
helicopter to Ahmedabad in neighbour- 
ing Gujarat to take in a movie, his flight 
of fancy seemed only half in jest. De- 
spite its sadly reduced circumstances, 
Bombay films arguably still constitute 
one of the most powerful and cohesive 
mass myths in the country. 

Even as the industry representatives 
filed a lawsuit in the Bombay High 
Court against the further imposition of 
the sales tax, Ramraj Nahata, president 
of the All-India Film Producers Coun- 
cil. threatened that the agitation would 
continue "for months, even years" if 
necessary. This, however, has echoes of 
celluloid rhetoric. Although the strike is 
unlikely to spread beyond Maharashtra, 
it could have far-reaching effects on the 
industry's future. The demands of the 
Maharashtra lobby, which include aboli- 
tion of the sales tax, reduction of enter- 
tainment tax and electricity rates for cin- 
ema halls, and tax holidays for new the- 
atres, are finding sympathetic support. 

Although the country's best known 
actor-turned-politician, Amitabh Ba- 
chan, has maintained a low profile over 
the issue, other star personalities in the 
corridors of power have carried the fight 
into the opposition’s camp, petitioning 
decision-makers from the prime minis- 
ter downwards. With an annual turn- 
over of Rs 4 billion and giving employ- 
ment directly or indirectly to over 
100,000 people, the industry has tre- 
mendous financial clout. 

The Maharashtra government, feel- 
ing the pinch of a revenue loss of Rs 
2.5 million a day because of the strike, 
has looked askance at the reports that 
Gujaraat would like to woo the industry 
there. Such a desertion, however, is un- 
likely. The Bombay talkie seems a 
portmanteau term in more ways than 
one. The city and the mirage it has 
created are inseparable, each contribut- 
ing to the myth of the other: undoubted- 
ly vulgar, sordid and exploitative, but ir- 
resistible in its allure of irrepressible, 
sensual energy. 

Like a prodigal child returning, the 
Bombay talkie will certainly make a 
comeback to the city that gave it birth. 
And like the big reconciliation scene that 
inevitably climaxes its family sagas, the 
event will provide a great dramatic hap- 
pening for its eagerly waiting fans. I 
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| um launcher for AMRAAM and Sidewinder missiles ME add commonality to U. s Air Force ar nd. 


Aircraft Сорау is wt) more than 600 lachen: for Air Force Е-15 кы | 
the launchers will be installed on the Navy's Е-14 and F/A-18 aircraft. In addition, preliminary wol 
under way to adapt the launchers to Britains Tornados and Sea Harriers. | 


Advanced spacecraft and military electronics will be made more effective by cooling devices Ж. 


at pipes. These devices, which have no moving parts, can improve the performance, reliability, | 

ife, and cost-effectiveness of computers, signal processors, communications devices, and other . 

quipment. A heat pipe basically is a sealed container with a small amount of fluid (usually water, 
methanol, or ammonia) and a capillary-wick structure inside. In operation, the fluid vaporizes within 
the heat pipe at its hot end. The vapor travels to the cool end where it condenses and releases its heat. 
Then, the capillary- -wick structure serves as a pump that transfers the condensed liquid back to the hot 
end of the heat pipe to begin the cycle again. The U.S. Navy has awarded a contract to Hughes to | 
E develop manufacturing technology for heat pipe assemblies for printed wiring boards. | 


he ta in of пшн of wires in a ty vical communications satellite has been sim lifie 1 


a Intelsat VI satellite, But Hughes e engineers recently developed a special ан. sheet of sl 

can be printed by computer. The sheets are made of a material that passes NASA's requirements fe 
materials used aboard spacecraft. In addition to speeding manufacture, the new computer sleeves os 
only eight cents each versus 55 cents for the old style. 


Aircraft approaching West German airspace are automatically detected, tracked, and identified 

. advanced air defense network. The German Air Defense Ground Environment (GEADGE) provides 

valuable information that helps military commanders counter airborne threats faster than ever. 

GEADGE is part of an extensive series of upgrades in the automation of West Germany's. ground-b 

command and control system. GEADGE, developed by Hughes, identifies aircraft as either a friend or 

_ foe and determines probable intent and destination. Using this information, commanders can тариа 
iterceptors to verify identification or take defensive action as needed. : 


A compact laser device lets F-5 jet fighter crews pinpoi gets for .er-homing weapons. A 
crewman sights a target with a telescope and then fires the Laser Target Designa! : 

rget. The laser beam hits the target and is reflected like an identifying beacon. The laser-homing. 
weapon follows the beam’s reflection to the target and destroys it. Hughes has produced over 100 laser. 
.. designators for Northrop Corporation's LTDS. | 


um For more information write to: Р.О. Box 45068, Los Angeles, CA 90045-0068 USA 
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Hexagon brings your trad 


TRADE FINANCING 


Documentary Credits 
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\osition instantly to your office. - 
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Import and Export procedures and 
documentation can be time-consuming, 
labour-intensive and heavy on paperwork. 
In short, they can cost money and eat into. - 
your earnings. Hexagon modernises trade. 
finance by taking the time, trouble and 
paperwork out of processing, while keeping 
you constantly updated on your trade 
position, at home and around the world; 
right from your office. 

You can open and amend documentary ` 
letters of credit and monitor their status on 
your screen. You can settle your bills and 
know your total position. You are in full- 
control at all times. Up-to-the-minute |. 
foreign currency rates and your outstanding 
FOREX contracts are also instantly available 
It’s like having the bank's trade finance: 
department in your office at your beck and. 
call. Only faster. 

Hexagon is safe, accurate and secure. А 
range of security features including full dai 
scrambling ensures саши for your 
company's affairs. 

Hexagon is state-of-the-art corporate | 
electronic banking from the НопекопрВапк 
group, one of the world's leading financial 
institutions with more than 1,200 offices in 
55 countries. 
To find out more about Hexagon and how 
it can help your company, contact the 
Hexagon Centre at your nearest branch of 


the HongkongBank group. 


Hexagon. | 
Puts the power of the bank 
in your hands. 
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Don gkongBank 


The 22 and Shanghai BL Corporation 



















Marine Midland Bank * Hang Seng Bank 
The British Bank of the Middle East * HongkongBank 
of Australia * Hongkong Bank of Canada 


Wardley * James Capel & Co. * CM & M 
Equator Bank 


Carlingford and Gibbs Insurance Groups 
Concord Leasing 





CONSOLIDATED ASSETS AT 31 DECEMBER 1985 
EXCEED US$69 BILLION. 
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DUR ‘BUSINESS PLUS!.. MUCH MORE THAN THEIR BUSINESS ‘AS USUAL’ 


Business Plus. 
A Class of its Own. 


A business trip needn't be hard work all 
the way. Remember that old cliché "getting there 
ts half the fun?" We do! 

That's why we've added an extra Air 
Lanka ‘taste of Paradise’ to everything that is 
expected of Business Class. 

These are just a few of the touches we've 
added... priority check-in, plus 30kg baggage 
allowance. One from the aisle seating, plus extra 
legroom and deep 34° recline. Luxury cuisine, 
plus French wines and champagne. 

So, if you're travelling business as 
usual, fly Air Lanka Business Plus. You'll 
discover the plus is our pleasure! ve 











Minolta compact autofocus 35mm cameras 
free you to capture special moments. 


Minolta compact autofocus 35mm cameras turn special moments into 
incredibly easy-to-take pictures. These lightweight cameras feature 
precise autofocus with high quality Minolta lens. Best of all, automatic 
features take the work and worry out of your photography for the best 
results you'll ever see. Choose the Minolta that's just right for you. 





One of the world's most advanced Here's an amazing compact autofocus For your next family get 


sure you have a Minolta AF-E. Auto film 





ompact cameras, the AF-Z's innovative 35mm camera that gives you a cho! 
hi-tech features like continuous sequence built-in standard and telephoto lenses loading, auto rewinding 
shooting make it astonishingly easy to use Fully automatic, yet ligh 





ideal for family picture-taking quality pictures with 
gatherings AF- / Occasion AF- snapshot simplicity 


7] 


Minolta Camera Co., Ltd.. 30, 2-Chome, Azuchi-Machi, Higashi-ku, Osaka 541, Japan 


weight, the AF-T's design make it the lightw 
ts sleek design and great results make it great versatility makes it perfect for any 35mm camera that lets 





ve 
you take high 
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' Flowering of the Bamboo 





; business сага, credentials 
то convince a clerk that the vis- 
s a medical. doctor named 
hi dispatched by the municipal 
ifare department. He said he must 
meet with the entire staff in order to ad- 
minister some medicine to counter. an 









16 of the bank's employees lined 
isten to a short lecture from the 
ng official who then produced a’ 
te and carefully measured out a 
| per dosage of the "powerful new 

medicine" for. each. All dutifully drank 
- the potions from their own teacups. АП 
| heeded the health officer's injunction to 
. swallow the medicine straight down lest 
it damage theirtooth enamel. Within 
\ sall were writhing on the floor in 








agony. The medicine they had con- 
sumed turned out to be potassium | 
cyanide. Commentators would later cite 





At the age of 94, Hirasawa probably 
holds the world's record for time on 
death row. In failing health and stead- 
. fastly maintaining his innocence, he 
waits out his days at the Hachioji 
Detention: Centre on the outskirts of 
Tokyo. 










he guilty? Triplett, a Washing- 


leans towards the view of 


| Hirasawa did not appear to 


ever, is afforded an excel- 





poison was prese 


by William Triplett. Woodbine House, Kensington. 


ton playwright and journalist, became 


intrigued with “this bizarre crime that 
seemed orchestrated for the stage" and 
grapples with the question in his often 
riveting, true-life mystery, Flowering of 
the Bamboo. Wisely, because a categor- 
ically final verdict remains elusive, Trip- 
lett avoids the temptation to pronounce 
Hirasawa either guilty or innocent. The 
author clearly doubts that Hirasawa is 
the villain-and while much of the book 
reads like a lawyer's brief for the de- 
fence, Triplett provides enough data 
pro and con to allow readers 









| bly low quantities in the victims’ 
| Hirasawa, an artist by profession 
| most accounts mild-mannered and si 
| sitive in demeanour, seems an unlike 
| suspect їп a gruesome massacre req 

| ing access to poisons and technical 
| pertise concerning their use and 
| сасу. Yet, in fact, he did posses 
| of potassium cyanide and us 
larly along. with a pipette to 
| 











ments for his tempera painting 

And there was a motive. A 
not sufficiently emphasis 
Hirasawa. was in’ des, 
money to pay off gambling debts an 
appease a pair of mistresses: Мо 
damning of all to Hirasawa’s case w: 





to reach their own conclu- 
sions, 
Triplett, for example, 


one. of the survivors that 


be.the man she saw on the’ 
fateful January day rather 
than the view of the survivor 
who was absolutely certain 
that. Hirasawa was the poi- 
soner. The reader, how- 


lent opportunity to make his 
own decision because Trip- 
lett provides. a composite 
drawing based on evewit- 
ness accounts and used in 
the investigation =- said to 
be the first example of a 
composite drawing of a 
crime suspect ever used in 
Japan. 





Hirasawa: 30 years limbo. . 













stolen from the 
¥ 180,000 (about US$500 а! 
the then exchange rate); anc 
a large sutn of money in th 
wretchedly poor Japan 
1948. Hirasawa was unabl 
or unwilling to account: 
` his sudden. financial bx 
nanza, and when his alib 
were proved spurious by th 














. police, the  S6:year-ol 
‘Hirasawa confessed to th 


‘murders. ` : 05 


confession, Hirasawa. pro 
|.fessed: relief that th 
ordeal was over. "I doi 

have. adequate мога 





n an.exclusi 















—À 





To this observer, there is 
a striking similarity between the long 
oval face of the drawing and a photo- 
graph of Hirasawa.. Although not 
quoted by ‘Triplett, veteran Asia- 
watcher Richard Hughes may have had 
the last word on discrepancies in the 


| identification of Hirasawa. 


With his usual talent for getting at 
the heart of things via whimsy, the late 
Hughes noted that "cyanide delerium 
and paroxysms do not facilitate precise 
personal identification." 

Conclusions do not come easily. 
Even routine physical evidence re- 
mains clouded. It is not, for example, 
certain that the poison used was potas- 
sium cyanide. It might have been a 
related compound, prussic acid. In- 
credibly, by the time detectives ar- 
rived at the carnage, helpful neigh- 
bourhood ladies had moved in to tidy 
up the scene Бу washing: the teacups 
clean. Forensic experts found the 
autopsies - inconclusive because. the 
у in almost undetecta 

























TEE express the regret I hav 
for. committing such а. crime,” 
told the United Press corresponden 
in September. 1948, A month late 
Hirasawa recanted, claiming that 
confession was.made under police coer: 
cion. С m d 

Triplett leans towards Hirasaw 
nocence for reasons which migh 
categorised as inconsistencies, fla 

judicial standards and interference 
the Occupation authorities. | 

Some inconsistencies are. indee 
puzzling. Nobody, for. example, ha 
adequately explained, why, if mone 
was the motive, the robber left behind 
in clear view and neatly stacked оп 
desk, approximately Y 300,000. 

In other instances, however, Triplet 
strains too hard to find errors in the pro 
secution's case. The author makes much : 
‘of the fact that Hirasawa estimated tha | 
it took him 25, minutes to walk from 

Ikebukuro station to the bank when it. 
took Triplett. 30. minutes to walk the. 































me route in-1985. And why, the au 














fession that he had walked: 

uro station to the bank when it would 
have been much more cónvenient:to 
tide the train to Shiinamachi and walk 
from there to the bank? Who knows? If 
I were an inexperienced bank robberon 














| each page. The actual results are disap- 
pointingly meagre. It is easy to sym- 
pathise with the author. When all other 
methods failed һе doggedly tracked 
down one key Occupation officer, a Ja- 
'panese-American named Hattori, only 









1948 and 1949. 












































































y way to committing the most Outra- 
geously improbable heist of the century 
would have opted for a few minutes to 
ollect my thoughts. In апу case, such 
discrepancies seem slender reeds upon 
ich-to build a case for questioning 
irasawa's confession. 
addition; one. ‘suspects ‘that the 
wers to these and many other puz- 
les could be found by consulting the 
Oluminous  Japanese-language docu- 
entation that exists concerning 
he crime and trials. The author's un- 
amiliarity with Japanese forces him to 
isregard these valuable sources and, 
00 frequently, rely on members of the 
Society to Save Hirasawa" for answers 
dexplanations. 
Of. more substance is Triplett's ex- 





T and on the more recent revelations of 
John W. Powell. Powell, the last editor 
of the China Weekly Review which sur- 
vived into the communist era in. Shang- 
hai, has of late turned his attention to in- 
vestigating Japan's World War П. germ 
warfare research and experiments in 
Manchuria. Ia sólidly researched arti- 
cles based upon classified documents 
obtained through the US Freedom of 
Information Act, Powell has exposed 
the grim details of the secret experimen- 
tation conducted by a military organisa- 
tion stationec near Harbin and known 
by the code зате Unit 731. Infecting 
Chinese and Allied PoWs with the 
plague, cholera, anthrax, syphilis, and 


riplett draws on the same tradition | 





to have the onetime lieutenant 
stonewall his requests for information. 
The documents which Triplett uncov- 
ered during his US archival searches 
prompted The New York Times Tokyo 
correspondent to give exposure to the 
Hirasawa cause in May 1985. On close 
reading, however, the few documents 
directly linking the Teigin robbery 
wartime biological warfare resea 
show merely that Japanese police au- 
thorities had noted that the bank rob- 
ber's poisoning technique was identical 
to that which had been used at army ex- 
perimental laboratories during the war 
and that, accordingly, the police were | 
rounding up suspects who had been in- ` 
volved in the military experiments. This 





lJoration. of the Japanese legal system 
ich places a very. high. premium on 
onfessions, Citizens are predisposed 
by remnants of feudalistic thinking to 
give authorities the answers they 
Want,” Triplett holds. Further, the state 
is — or at least was — inclined to con- 
duct criminal proceedings in its own 
‘rather than society's interest and this 
уеп led overzealous investigators to 
se strong-arm methods ог even torture 
о extract desired confessions. This may 
ndeed be true and the author produces 
‘a document culled from US Occupation 
"archives which suggests that there were 
“many cases of high-handed police 
‘methods dating from the time of the 
Teigin Incident which were known. to 
‘Occupation officials. 7 | 
‚ А civil liberties unit within thé ‘Jus- 
ice Ministry did express concern that 
nterrogations of suspect Hirasawa were 
harsh and that there. were. procedural 
“violations of his rights as well. None of 
‘this, however, is at all conclusive and 
must be weighed against Hirasawa's 
emphatic assertion in his interview with 
-Hoberecht that he had notbeena victim 





ed during the |. 





L 





US servicemen dess as samurai: Occupation forces implicated 





dysentery was part of Unit 731’s mis- 
sion. Powell argues further that US Oc- 
cupation authorities illegally concealed 
evidence of hese war crimes in Japan 
after the war was over. In exchange for 
granting immunity from prosecution at 
the International Military Tribunal in 
Tokyo, the US was able to secure exclu- 
sive possession of what it considered to 
be “extremely valuable" military infor- 
mation from Unit 731, Powell'asserts. 
Triplett takes this line of thinking a 
giant step forward by trying to show that 
the bank robbery and Unit 731 inter- 
sect. “So the Teikoku case wasn't just a 
story about c bank crime, it was a story 
"of a war crime,” he writes. This might 
make for good theatre but it does not 
add up to ccnvincing history. As Trip- 
lett recounts his search of US archives 
and his efforts to track down Occupa- 
tion personnel! who might have been in- 
volved in the case (the elusive Lieut 
Parker. referred to by the robber, for 
xample), the reader comes to expect 





r shogunate. O 


at Triplett.is on to something and ex- 
ects а smoking gun or at least an in- 








was in March 1948, long ‘before 
Hirasawa had come under serious 
Scrutiny. 

Triplett concludes his book by de- 
claring: “There will probably never be 
an answer to the Teigin mystery unless 
someone can roll away the black mists 
surrounding [Unit] 731." The book per- 
suades me otherwise. If Hirasawa is in- 
nocent he. could quickly establish. that 
fact by revealing the source of the 
money that came into his possession 
after the bank robbery occurred. His 
defenders see it differently. They argue 
that he had painted and sold porno- 
graphic pictures for quick cash and rather 
than admit to such a disgrace, he confess- 


| ed to the Teigin murders. "It made per- 


fect sense for Hirasawa to.choose a 
death sentence over such personal:and 
professional dishonour,” one supporter 
is quoted. as saying. Did he prefer that 
dishonour to the stigma of mass. mur- 
derer that lie hasendured for the past 38 
years? That is just one of the questions 
raised by Triplett’s flawed but fascinat- 
ing study... — John H. Boyle 



















































The ATR 42 is a fast, quiet commuter airlinerthat Both offer airlines the same high profit-earning | 
can carry up fo 50 passengers in wide-body potential. And both are designed with the same - 
comfort. dedication to excellence by two of the biggest 
The ATR 72 is a fast, quiet commuter airliner that ^ names in civil aviation: Aeritalia and Aerospatiale. 
can carry up fo 74 passengers in. wide-body | 
comfort. 
Those 24 extra seats apart, the ATR 42 and 
ATR 72 share a number of reassuring qualities. 
Both are unusually inexpensive to operate and. 
i ОНОН ЕО E 


Avions de Transport Regional : 
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China's self-employed want reassurance of state sanction 


The private dilemma 


By Louise do Rosario in Peking 
p rivate business in China is at a cross- 
roads. In the first half of this year, 
the number of private enterprises regis- 
tered with China's State Administration 
for Industry and Commerce (SAIC) 
dropped by 301,000 to 11.34 million, the 
first decline since 1978. Between 1978 
and 1985, the sector had grown spectacu- 
larly, from 180,000 to 11.64 million units. 

Although the drop is not dramatic, 
Chinese officials are not keen to see a 
further decline in this still-infant sector 
which employs about 17,9 million work- 
ers. China is relying increasingly on pri- 
vate businesses for tertiary services such 
as retail sales, catering and transport — 
yet many private operators are consid- 
ering quitting. “They do not want their 
children to follow | their footsteps as 
they see no future in [it]," said a Peking 
official. 

Wang Zhongming, a director at the 
SAIC's individual economy depart- 
ment, said that many local authorities 
have been unduly harsh towards private 
enterprises. In some cities, he said, 
thousands of licences were taken away 
overnight from private businessmen in а 
particular sector because city officials 
felt there were already too many. 
“When there is a downturn in the econ- 
omy as there is now, I am afraid local 
governments will first consider the in- 
terests of state-owned and collective en- 
terprises and those of private businesses 
may be sacrificed," he said. 

A politically sensitive group, the pri- 
vate-sector entrepreneurs keep con- 
stant watch for positive signals from Pe- 
king, but the government has yet to 
come up with a long-term plan on pri- 
vate ownership (the issue was not raised 


| in the Seventh Five-Year Plan for 1986- 


| 90) except for the oft-repeated state- | 





| marketed -he 


ment that it "complements the socialist 
economy." Many have opted to play 
safe and stop operation this year, espe- 
cially as business is less profitable given 
the overall slowdown of the Chinese 
economy (REVIEW, 5 June). A few have 
chosen to convert their private firms to 
collectives, thus spreading the risk. 

In national economic terms, the pri- 
vate sector is still small, consisting 


mainly of small-scale, home-run opera- | 


tions in rurel areas. Private ownership 
in the indust-ial sector — which requires 
more capita! and is more dependent on 
the state or local authorities for raw 
materials — accounted for only 1.6% of 
the total output in 1985, though some 
privately run industrial enterprises in 
small villages are not included in of- 
ficial statistics. In cities and towns, the 
number of privately employed workers 
made up on y 1% of China's official 476 
million-strong workforce. 

Private businesses, however, have 
proved highly successful in people- 
oriented industries. In the retail and cat- 
ering sectors, they have completely out- 
state. The estimated 
60,000 free markets throughout China 
— where private traders concentrate — 
are selling a lot more food than state- 
run shops. In 1984, the number of peo- 
ple employed by private restaurants was 
three times that of the state-owned 
shops and 40% more than those em- 
ployed in collective-run shops. In retail 
sales, the turnover of individual enter- 
prises accounted for 14% of the coun- 
try's total last year. With under-report- 
ing widespread throughout China, the 





real figures are probably much higher. 

Motivated solely by profits, private 
operators are found even in the re- 
motest areas. Those selling popular 
consumer products such as fashionable 
clothes and electrical appliances travel 


| frequently to the southern commercial 


centres of Canton and Shenzhen to 
make big purchases. In the still-rigid na- 
tional commercial machinery, they are 


| like a lubricant facilitating the quicker 


exchange of goods and services. 

Faced with the success of specific pri- 
vate business sectors, the government 
has been slow in tackling the host of 
Une e that have accompanied it. 

here is no comprehensive social insur- 
ance available for private businessmen 
despite lobbying and a stated willing- 
ness to pay for the service. Other sensi- 
tive issues such as the size to which pri- 
vate enterprise should be allowed to ex- 
pand, in terms of the number of employ- 
ees and the value of assets, are still with- 
out an official answer. Peking is appa- 
rently not certain how big it wants the 
private sector to grow. 


Rue a private business in China is 
still a high-risk gamble despite offi- 
cial promotion of the sector. Operating 
in an environment which, until recently, 
condemned private ownership, created 
problems unique to China — harass- 
ment by petty officials, survival outside 
the state's social security network and 
the constant fear of victimisation should 
there be any change in government po- 
licy. As private businessmen grew more 
successful and their incomes increased 
far beyond the norm, their fears also in- 
creased. 







































- When private businesses are meted 


out unfair treatment such as heavy fees 


charged at random, they have nowhere 
to complain to — the SAIC is usually 
not powerful enough to challenge the 
decisions made by other government 
departments. | 

Stringent regulations on private 
businesses are also imposed at the whim 
of local officials. Some places, said 

Wang, recently came up with new re- 

quirements that restaurants be equip- 

ped with "a resting room, a changing 
room, an operational room" and added 
half-a-dozen new rules that were obvi- 
оцу beyond the capability of а small- 
ime private caterer. Some officials with 

"lingering leftist thinking" simply detest 

private enterprises and try.to make life 

as difficult for them as possible. In one 

northeastern city, the mayor needs to 

personally. approve  private-business 

zee licences; in other places, the SAIC's 
| consent is sufficient. 

«According to Wang, private enter- 

prises are subject to only two kinds of 

taxes — a business tax of 3-596. 

and a profits tax of up to 60% 

for those earning more than 

Rmb 30,000 (US$8,097) a year. 

Butthere are other invisible costs 

disguised as. fees for “urban 

beautification, ^ city develop- 
ment" and other social purposes. 

Sanitation fines — the most сот... 

mon. penalty imposed — often 

amount to several hundred ren- 
minbi an offence, wiping out en- 
tire profits for the week. 

A successful private business- - 
man is expected to be a philan- 
throphist, donating large sums to 
build schools and hospitals in his 

neighbourhood. A flower grower 
earning Rmb 20,000 a year 
(about 50 times the income of the 
average peasant) in Sichuan of- 

‚ ten finds poor neighbours stand- 
ing at his door asking for money. “I like 
to. do charity. It makes me feel more 
comfortable psychologically,” he said. 

But private entrepreneurs also have 
a bad image created by the few who 
cheat, overcharge, corner hard-to-get 
popular brands and cause other “en- 
vironmental hazards," With a live-for- 
today philosophy, many are spend- 
thrifts and like to flaunt their wealth. 
Public polls have indicated that private 
businessmen are looked down upon as 
an uneducated greedy lot — and they 
have difficulty in finding marriage 
partners. 

Private businessmen, however, have 
survived more difficult times than cur- 
rently prevail. Despite Peking's use in 
the past of ruthless measures to cut this 
"bourgeois tail," private business never 
completely vanished from China. There 
were always some individual peddlers, 
handicrafts-men and deviant farmers 
who secretly grew vegetables in their 

. backyard for sale. In 1952, there were 

, 8.8 million (out of the then 210 million 
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workforce) registered private employ- 
ees in the cities and a larger number in 
the countryside. By the end of the Cul- 
tural Revolution (1966-76), the number 
was reduced to 150,000. 

After 1978, private enterprises made 
a strong comeback, initially in rural 
areas. Peasant families, using surplus 
labour and special skills, started to sell 


their goods in the many free markets: 


that had sprung up in small towns. In the 
‘cities, private enterprises were also en- 


couraged as а. means of providing ет 
. ployment to the large number of youths | 
returning from the countryside in the ` 
late 1970s, and as a way of reviving 


much-needed services. 


| п 1982, private ownership was made 
legitimate under the new constitution 


and grew rapidly from 2.6 million regis- | 


tered private units that year to 11.64 
million by end-1985 employing 17.6 mil- 


lion people. (Wang estimated that at - 
least another 4-6 million private enter- | 


prises are not registered.) About 6 mil- 


Number of private enterprises registered with State 


Administration for Industry and Commerce 





fi 











lion private units are in commerce, 
mainly trading in agricultural and.light- 
industrial products; 1 million in cater- 
ing, and the rest in repair, transport and 
other services. The majority are one- 
person operations in the countryside. 

Urban entrepreneurs are mostly un- 
employed youths, ex-convícts who have 
difficulty in finding jobs, and young 
peasants who come to the cities during 
the off-season to sell, sew, build and 
provide whatever services that they can 
find a buyer for. Very few state workers 
have joined the private sector. 

Private businessmen have added 
much street life to the otherwise dull 
and monolithic urban landscape in 
China. Consumers now have a choice: 
side-by-side with state-owned retail 
outlets and restaurants (manned by 
impolite staff and notorious for bad 
service) are aggressively run private 
shops. Many cities have special streets 
set. aside for such businesses — in the 
central Si 
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ght-industrial consumer goods. 


. In recognition of the private entr 
preneurs' contribution, Peking has 
| pointed five. to the National Ре 
Congress. But as a popular targe 
| jealousies and official abuses, the 
main an isolated, insecure group wl 
band together in associations to provide 
| mutual support. | 
Unless private businessmen are.m 
to feel at easé about the future, their 
number may not reach the targeted 50 
million by 1990, when the sector is ex- 
pected to provide a large number of t 
140 million new jobs required under t 
Seventh Five-Year Plan. The develo: 


ment of.the tertiary sector, 
jected to grow 11.4% annu 


hinges on private initiatives. 


and private enterprises. 


a certain size. Management of private 
businesses should. also. improve to. en- 
sure that the taxes they pay are fair and 
that the social welfare they provide is 
adequate. 
More important, he added, is to іп». 
spire confidence among private mer- 
chants that the. government's policies 
will be consistent. Once words such as 
"control," “retraction” and “capitalistic. 
exploitation” are mentioned, fearfü 
private businessmen will interpret tha 
as the end of the game. “Pure socialis 

is impossible. Even if the private secto 
grows to 5% of the gross national pro. 
duct one day, no one should be alarmed 
about it," said Li. 
From street peddlers and road-side 
stallholders, many private businessmen. 
have become 10,000 yuan households 
and have to decide now whether to tr 
to expand. to million-vuan entities: or 
to take their profits home, return to a 
low-paid regular job. free. from. the 
worry of bei 


ing condemned опе ауа 









roducts to the cities and returning wi 





during the same period, also 


The government has started 
to lease or auction off som 
money-losing shops to individü- 
als. Some Chinese econom 
suggest that in the tertiary sectoi 
(especially retail and caterin 
- Services), the state should be 
control of a few major industries 
and leave the rest to collective 







с Prof. Li Yining of Peking Ur 


versity's economics. department 
says that to encourage private en- 
terprises, the government should 
invest in the more successful ones, 
Some could also be persuaded, 
but not forced, to convert to 
REVIEMDIAGRAM by Ricky Нотага вапно stock ownership once they react 


















nt 
by.a South Korean company was a 
meagre US$15.8 million in 1968 by a 
constriction company in logging in In- 
donesia, Resource development has al- 
ways aopeared the most easily justified 
foreigr investment to a government 
beset ith perennial current-account 
deficit: and a lack of almost all raw mat- 
erials. The country's largest single in- 
vestor in overseas resource develop- 
ment s Posco, which has a total of 
US$185 million invested in coal mining 
projec.s in Canada, Australia, the US 
and the Antilles. 

i spe Plunmeting oil and coal prices 















| | a ‚891 | 3 
| | (05330) | 03 | (aen worldwide have left all of Posco's coal 
prem || | | | м ud | projects in trouble. Posco has also had 
- l ааа some serious problems in dealing with 





























By Paul Ensor in Seoul 


D irect overseas investments by South 
Korean companies this year are al- 
eady well above the total recorded in 
4985, and the country's growing cur- 
ént-account surplus, along with fears of 
growing protectionism in major export 
irkets, suggest that the upward trend 
ill continue. Falling oil prices could 
mean a slowing in resource-related pro- 
ects, which have accounted for just 
under half of all investments, while 
‘manufacturing investments in develop- 
ed-country markets are likely to grow. 
In a recent speech to local business- 
men, Minister of Trade and Industry 
Rha Woong Bae said that the govern- 
ent would give added support to com- 
panies planning to make overseas in- 
estments, with particular emphasis on 
etting up production facilities in the US 
to counter protectionist sentiment there. 
The South Korean Government, 
/hich. has the ultimate say in overseas 
stment matters, already offers fi- 
ncial assistance and tax breaks for 
pproved projects. Government-sup- 
orted loans are available to investors 
ough the Korea Exim Bank, but the 
)- 1096. interest rate offered is not com- 
petitive with the rates at which money 
an be raised abroad — only 5% of the 
Won 20 billion (US$23 million) avail- 
ble has been borrowed, according to 
the Ministry of Finance (MoF). 
"The amounts companies invest over- 
:seas from funds raised abroad are not 
recorded in the MoF's. records -— a 

























































US$25 million investment by Samsung: 


"Includes US$65 million converted from a loan into equity in an existing Posco investment. А 
‘Notes: The cases represent the number of initial projects, (.  impties total or partial liquidation and reimbursement. 
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‘Source: Ministry af Finance. 









REVIEWTABLE by Andy Tang 


outh Korea takes its money offshore 


rough outline of a much larger reality. 

The nervousness among the coun- 
trys electronics and motor vehicles 
manufacturing giants about possible 


Peas measures by importers has 


een demonstrated in their readiness in 
tecent years to invest in local produc- 
tion їп key markets. During 1986, 
Goldstar and Samsung both announced 
plans to invest in the production of con- 
sumer electronics in West Germany and 
Britain. The EEC's decision to raise 
tariffs on South Korean videotape re- 
corders from 8% to 14% last year prob- 
ably played aa important part in the two 
companies' decisions. Both firms are al- 
ready operating plants in the US, as- 
sembling consumer electronics goods. 
Similarly, Hyundai Motor Co.'s sur- 
prise announcement late last year that it 
would build a car-assembly plant in 


Canada was partly in response to noises | 


from Ottawa that tariffs on its cars 
might be raised. Worries about the fu- 
ture of steel exports to the US prompted 
Pohang Iron and Steel Co. (Posco) to 
aünounce in December 1985 its plans to 
make the largest single foreign invest- 
ment ever bv a South Korean company 
— а 50:50 joint venture with US Steel 
Corp. which will invest US$400 million 
in modernising and expanding US Steel 
facilities in the US. 


Jd under 2876. of all investments 
overseas have been in manufactur- 
ing, the second-largest single share after 
mining, which includes all overseas re- 
source development. In addition to the 
recent flow of funds by large companies 


“into electronics plants, there has been a 


mer of very small projects, fre- 


labour at the US and Canadian mines — 
sometaing in which they have found them- 
selvesito be particularly inexperienced. 
Posco is not alone in its difficulties. 
A large number of foreign projects en- 
tered nto by South Korean companies 
with ample government support and en- 
courasement are turning sour due to 
price alls, and in some cases their own 
inexperience. A joint South Korean-In- 
donesaan drilling venture off East Java, 
which struck oil and gas in 1982, has 


| since been mired in disagreements over 


| 





| quit? right.” 


gas pricing, and more recently in the dis- 
cover. that the company, Kodeco, drama- 
tically reduced pressure in the oil depo- 
sits b» producing oil at three times opti- 
mal evels, bringing daily production 
dowmto a quarter of original projections. 
Most of the country's top chaebol 
(business groups) are doing some form 
of resource-development work over- 
seas, but by far the most promising is an 
oil-drilling project which  Yukong 
(Sow h Korea's biggest refiner) has en- 
terec into with US interests in North 


Yemen. Apart from announcing а suc: , 
| cessfalstrike, all parties concerned have 


remained highly secretive: estimates 
and ndustry rumours of the site's po- 
tential production capacity range be- 
twee1150,000 and 300,000 barrels per 
day, zither way a remarkable find. 
Following the second oil shock of 
1979, supporting overseas exploration 


| in tke interests of supply security be- 


came an accepted feature of govern- 
men policy. Companies which gain ap- 
proval for overseas exploration are eli- 
gible for soft loans which will support up 
to 8@% of exploration costs, repayable 
only if the venture is successful. Funds 


| for he loans are drawn from a levy 


charged on all petroleum imports. 

This generous. approach has its cri- 
tics. A 1984 World Bank study of the 
enemy sector commented that overseas 
investments “are unlikely to make much 
of a difference" to the country's energy 
security. Lee Hoesung, who heads the 
Korza Energy Economics Institute said: 
“If rou are trying to create an efficient 
economy, this approach is obvio 
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'ONOMIES - 


y Michael Malik in Singapore 


(mid stern warnings not to. assume 

that the crisis has passed, Singapore 

nveiled figures on 5 November to show 

hat it continues to climb out of reces- 

ion. Third-quarter figures of 3.8% 

'rowth put the economy on course for at 

cast. 1-2% growth over the year com» 

jared with its 1.8%. negative growth in 

985 — the island's first-ever year-long 

eriod of contraction. The new data 

confirmed that Singapore appears to 

have turned a dangerous corner, having 

'ecorded -3.4% growth in the first quar- 

ter of this year and 1.276 growth in the 

second. 

Other welcome indicators of re- 

very were increased investment and a 

in unemployment. Foreign invest- 

t commitments grew by 7% over 
the previous year and local investment. 
commitment rose by a huge 45% for the 

me period — showing that local busi- 
essmen have faith in the economy’s re- 
covery. 

^C But both Acting Trade and Industry 
Minister Lee Hsien Loong, who pre- 
_ sented the figures, and Finance Minister 
Richard Hu, made it clear that a second 
year of wage restraint and belt-tighten- 
ing was absolutely necessary if the re- 
covery, based оп Singapore's cost-com- 
petitiveness, was to continue. 

Lee pointed out in the strongest of 
terms that even if Singapore had. re- 
versed its recession, it still lagged far be- 
hind its main competitors among Asia's 
newly industrialised countries (NICs) 





in terms of growth. Addressing the 


- South Korea, Taiwan and Hongkong | 





: ingapore economy turns around, but warnings still abound 


Singapore Mznufacturers' Association, 
he also drew attention to the fact that 
the main recevery areas were in manu- 
facturing, transport and communica- 
tions, while the troubled economies 
of the regicn, particularly those of 
neighbouring Malaysia and Indonesia, 
were not going to do anything to 
help Singapere’s own depressed com- 


l UNPARALLEL GROWTH 
' Singapore economic expansion 


B New method: comparing 
querter with 
preceding period 


(96) 
15* 


Old method: comparing 
quarter with same 
period of previous year А 


10: 





Ice 


e vice 
and” 


gthatthe government 





by extension his own economic planning 


A dainty pirouette — 
| 


committee which charted the recovery 
programme — had got the answer right 


by freezing wages, cutting employers’ 


Central Provident. Fund. contributions 
and other unpalatable action, Lee main- 
tained as well that workers were com- 
pensated by the fact that consumer 
prices had fallen, down 2% for the third 
quarter and probably 176 for the full 
year. 

If the government had taken the 
easier option of currency devaluation to 
make Singaporean goods more com- 


petitive on world markets, the p 
would have suffered worse from infla- 
tion ‘eroding the value of their 
| 


wages, he insisted. 





LE emphasised that Singapore | 
had always been dependent on | 
other economies for its fortunes, «ы 
and rammed home time and again" 
that export competitiveness had to | 
be maintained. Urging against any | 
letting up of the austerity, he said it 
was crucial that the country:not be 
misléd into thinking it was time “to 
help ourselves to the fruits of 
growth." © | 
If the accounting was done 
in a different way, third-quarter 
growth figures would not look as | 
impressive, according to Lec. In | 
future, to рес à clearer picture, | 
rowth statistics will be presented | 
in. two ways — year-on-year com- | 
parison of the quarter with the | 
same quarter of the previous year, | 
and alternatively the quarter com- | 
: pared with the previous quarter, 
seasonally. adjusted and an- 

















COMPANIES 


Nevil Gibson in Wellington ' 

ew Zealand's biggest corporate 
takeover move, а NZ$1.5 billion 
:(US$761.4. million) bid by Fletcher 
hallenge Ltd (FCL) for New Zealand 
'orest Products (NZFP), helped push 
he Barclay's Index of leading shares up 
122 points on 7 November to a record 
| 3,895, double its level at the start of this 
year. mE АОИ 


thought to be forest products and pack- 


hareholding. in МЕР. FCE's. offe 





Towering timbers 


New Zealand group counters Australian bid 


с FCU's bid was spurred by a partial | 
takeover launched in the previous week 
Ву an unnamed Australian company, | 


aging concern Amcor, which has a 7% 


values NZFP shares at NZ$3.60, more 
if scrip is accepted, and the full takeover. 
was launched from a holding of 13%. 
Success of the bid will depend on the at- 
{ийде of NZFP's largest shareholder, 
Wattie Industries, which has 25%, and 
the consent of the New Zealand Com- 
merce Commission. 

A: successful takeover would create 
the largest forestry and industrial com- 
pany in New Zealand. It would own 

. 26.595 of the country’s forests, have a 
“sharemarket value of more than NZ$5 
: billion, combined profits in the current 





nualised, which Lee described as a 
more sénsitive measure. | 
Warning of .a second year of 

wage restraints and possibly even a 
total assets of NZ$6.3 billion. FCL is 
New Zealand’s only manufacturer of 
newsprint, while NZFP is the largest | 
producer of market kraft pulp. 

In its submission to the commerce 
commission, which has the power to 
veto takeovers on monopoly grounds, 
FCL said there was little overlap be- 
‘tween the two companies. But even 
where there would be a strengthening of 
dominant market position, any result- 
ing detriment to competition would 
clearly be outweighed by the benefit to 
the public, FCL said. 

The benefits would include a more 
efficient forestry industry that would 
provide. greater export potential, par- 
ticularly of radiata pine timber and of 
newsprint. The commission can consent 
to the creation of a monopoly if the pub- 
lic benefits outweigh a dominant market 
position. FCL said New Zealand fores- 
try companies had to be large if they 











ar of around NZ$400 million, and 








were to compete in the international” 


























ougher measures t e. H 
the same day that the long-term sc 


was a reform of the wage structure, en- 
suring that wages were linked to pro- 
ductivity: 
The latest Economic Survey of 
Singapore, released on 6 November, 
|. showed that productivity had grown by 
| 6.9% this year and 7.5% in the third 
^| quarter alone, with increases of more 
4 than 10% in the best areas of manufac- 







-| These were offset by an 8.5% fall in pro- 
.| ductivity and the loss of another 2,900 
г jobs in the much-troubled construction 
;seetor.. Аѕ many. projects. were com- 








ate-sector construction activity fell by 
54% in the first three quarters. 
There was a slight improvement in 
another troubled area, hotels, with oc- 
cupancy rising to 66% in the third quar- 
ter from 63% at the end of June. But 
Mili i5 is expected to be a short-lived im- 
provement as several large new hotels 
are about to come on stream, adding 
further to the oversupply. У 








The survey showed that unemploy- | 


ment overall had come down from 6.5% 
at the end of June to 5.4% by the end of 
September, with 13,400 jobsbeingcreated 
in the third quarter, adding to the 3,500 
created in the previous three months. 
This indicator coincided with the growth 
turnaround and followed cight previous 
¿quarters when jobs had decreased. 
|... Yet another cheerful sign was that 
| exports of. Singaporean-manufactured 
products grew by: 3.495 in the ‘third 
quarter to S$8. 12 billion, again the first 
“improvement. after. five consecutive 
quarters without growth. As in the GNP 
figures and the job sector, it is in certain 
areas such as electronic products and 


telecommunications — in thé case of ex-- 


ports in telecommunications equipment 
— where the improvements are most 
arked. 






|. turing, transport and communications 


d few new ones started, pri- - 
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market, as the industry is capital-inten- 
sive, and savings could be made through 
economies of scale and in freight costs. 
NZFP made no immediate response 
fo the bid, and market observers said 
this. indicated resistance may not be 
forthcoming, as the bid had been ex- 
pected. The company's performance in 
recent years has: been lacklustre, and 
€ross-shareholding with Wattie Indus: 
tries has. not produced benefits for 

"Shareholders. NZFP's earnings de- 

clined by 18% in 1986, while those of 

| FCL rose by 20%. 

ЕСІ. said it intended to apply its de- 
centralised management philosophy to 
the activities of NZFP, resulting in con- 
siderable cost efficiencies and savings. 
This would include integration of the 

two. companies’ building products- 

distribution networks in Australia, 
rationalisation of wood-panel products 
manufacture, and the closing down of 
inefficient timber-processing plants. 
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DUSTRY 
Sanctuaries 
from the yen 


Japanese electronics makers 


| move to new production centres 


By Charles Smith in Tokyo 


Tuum Corp. Һаѕ become the first 
Japanese electronics company to an- 
nounce what it claims is an integrated 
strategy for dealing with the effects of 
the high yen on a specific area of its 


_ production and trading operations. The 
plan, however, is a relatively cautious | 


one and, for the time being, applies only 


to the audio-visual products division, a | 
relatively small sector of the whole com- | 


pany. | 

Under its new strategy Toshiba will 
phase out roughly half of the production 
of colour TV sets for export at its Japan- 
ese plants (about 400,000 sets a year) 
and begin assembling the same, or a 
slightly larger, number at an existing 
plant in Singapore which has been pro- 
ducing TV chassis and audio compo- 
nents, but not assembling finished sets. 


; Inorderto make room for the increased 


assembly work, the Singapore plant will 
stop supplying TV chassis:to a Toshiba 
plant in Tennessee which currently 


turns out 750,000 colour TV sets a year. 


for the North American market. In- 
stead the chassis will be built at a new 
Toshiba plant in Ciudad Juarez, Mexico, 
just over the border from the US. . 

, Fhe freeing of production capacity at 
Singapore will mean, according to 


. Toshiba, that the bulk of exports to 


markets in Asia, Oceania and the Mid- 
dle East will be haridled from there in 


future instead of from Japan. Singapore | 


will also become. Toshiba's. Southeast 


Asian production base for audio pro- | 


ducts, with production rising to between 
800,000 and 1 million units a year. 

The total cost of Toshiba's "strategic 
shift" of TV and audio production to 
Singapore and Mexico will be only 
about US$19 million, partly because 
existing facilities. (and workers) іп 
Singapore will be used for the new TV 


assembly operations (though some in- 


creased investments in both labour and 
space will be needed as the scheme 
progresses). The transfer scheme ap- 
pears more ambitious in light of its 
probable impact оп Toshiba's opera- 
tions in Japan. 

Current output of colour TV sets at 
Toshiba's Japanese plants totals about 
1.8 million sets a year (including pro- 
duction forthe domestic market), so the 
company will be running down produc- 
tion by nearly a quarter in order to ac- 
commodate the exchange-rate situa- 
tion. To compensate. for this, Toshiba 
says it will shift Japanese production to 
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“hi-tech” varities of ТУ. thereby hope- 
fully continuing to employ the same 
number of workers as before — since 
production of hi-tech models tends to be 
more labour-intensive than that of run- 
of-the-mill TV sets. 

Among the new types of sets which 
will be emphasised in the company's 
domestic production operations are 
those using the new FST picture tube 
(which is flatter and squarer than the 
traditional Braun tube), very large TV 
sets with screen widths of 28 and 32 ins 
and. ultimately. high-definition TV 
(with 1.125 lines instead of the conven- 
tional 525 or 625). 

According to Kenichiro Hiyama, 
general manager for international ope- 
rations іп Toshiba's consumer-pro- 
ducts division, the company union made 
no secret of its reluctance to see produc- 
tion operations transferred out of Japan 
when the Singapore scheme was first 
mooted. It finally accepted the situation 
in return for an undertaking that the 
company would do its utmost to main- 
tain employment levels in Japan. 
Agreement with the union on the trans- 
fer of colour TV production, though, 
may be only the thin end of the wedge. 


B: April 1987, the company says it 
hopes to have ready a three-year plan 
which will propose exchange-rate re- 
lated adjustments in other divisions of 
the company besides the consumer-pro- 
ducts division. Pending completion of 
the plan, Toshiba says it has adopted a 
target of making 40% of all audio pro- 
ducts outside Japan by 1988, compared 
with 25% today. Overseas production 
of household electronics products 
would rise from 6% to 10%. 

Compared with Toshiba's "integrat- 
ed" approach to the exchange-rate 
problem. the reactions of other major 
electronics producers appear somewhat 
piecemeal. However, this may in many 
cases be because the companies con- 
cerned had launched out on. ambitious 
overseas production programmes (usu- 
ally as a counter-measure against pro- 
tectionism) long before yen revaluation 
became a worry. 

A spokesman for Sanyo, the Osaka- 
based consumer electronics maker, told 
the REVIEW that the company had al- 
ready completed a programme for rais- 
ing overseas production to 30% of its 
total output, and was now wondering 
whether to set itself a new target of 
50%. At NEC Corp. a programme for 
achieving a 50-50 breakdown between 
Japanese production for export and 
overseas production is already in place, 
but the company says this was adopted 
“long before" the yen revaluation. 

Two other major electronics makers, 
Mitsubishi Electric and Sharp, said they 
were stepping up overseas output of 
“non-high-value added" products fol- 
lowing revaluation but Sharp claimed to 
be "moving cautiously" in order to 
avoid cutting into domestic employ- 
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ment. Examples of "mature" products 
which Mitsubishi considers will even- 
tually have to be made outside Japan, 
are refrigerators and air-conditioners 
since labour costs represent the only 
possible savings in these items. At the 
opposite extreme the company has just 
opened a factory in southwest Japan 
which relies on a very high degree of au- 
tomation te produce competitively 
priced micro-computers and very large- 
scale integra'ed circuit memory chips. 
In contrast to the caution expressed 
by Sharp, .apan's largest integrated 
electronics maker, Hitachi, told the 
REVIEW that it was reacting "positively" 
to the chal'enge of yen revaluation. 
However, even in Hitachi's case, newly 
started overseas production ventures 
which are presented as having been de- 
signed to ta«e advantage of exchange- 
rate shifts, іл many cases seem to have 
been initiated before the yen began to 
appreciate. A US$3.5 billion car-com- 
ponents subsidiary, Hitachi Automo- 
tive Products (USA) which Hitachi cites 
as one of i:s “yen counter-measures" 








Sanyo plant: reising overseas output, "^^ "= 


was in fact established in January 1985, 
though the company says that a decision 
to double the plant's capacity dates 
from after the yen revaluation. 

More directly related to the yen 
problem would appear to be Hitachi 
Computer Products (America) Inc., an 
Oklahoma-based venture which was 
launched in November 1985, just after 
the start о? yen revaluation. In the case 
of both tre Oklahoma computer pro- 
ducts plant and the car-components 
venture, ломеуег, Hitachi seems to 
have been reacting to a Japanese Gov- 
ernment call to "raise to overseas em- 
ployment’ at least as much as to the nar- 
rower demands of exchange-rate ad- 
justment. Hitachi's case typifies the in- 
dustry view that yen revaluation is 
merely one of a complex series of prob- 
lems (including protectionism and the 
need to be seen to contribute more to 
overseas 2conomies) that is forcing a 
shift of production out of Japan. п 













MARKETS 


Stoking the 
home fires 


Japan tries to slow boom in 
yen bond issues abroad 


By Bruce Roscoe in Tokyo 


Iu by a quickening pace of 
Euroyen bond issues and a depress- 
ed market for corporate yen issues at 
home, Japan's Ministry of Fi 
(MoF) is planning to relax domestic is- 
suing requirements. The MoF doces this 
periodically, but this time the scope of 
the suggested changes is much wider 
than before. 


The stumbling block in raising i 


funds via bonds for many Japanese com- 
panies is the MoF's strict rules regarding 
collateral. Only about 60 Japanese com- 
panies (up from 17 as of November 
1985) are allowed to issue straight bonds 
unsecured by collateral. For convertible 
bonds. 180 are able to do so. A MoF 
study council, in a report to be released 
in December, is recommending that 
both limits be doubled. 

Conditions for corporations' private 
placement bonds may also be relaxed. 
The maximum amount of such bonds is 
now set at Y2 billion (US$12.3 million), 
but the MoF council wants this raised to 
¥10 billion. Among other suggested 
changes are scrapping the "rule of no rc- 
turn” (disallowing a previous issuer of a 
straight bond to make a private place- 
ment), and freeing up the issue calendar 
for private placements. At present, the 
issues can be made only at the end of 
each month. 

Some, but not all, of these recom- 
mendations are likely to be im 
plemented, securities industry sources 
say. Securities companies would rather 
not see all the changes occur, as banks 
would stand to gain a good deal more 
fee business from an increase in the 
number of private placements. 

To please securities firms, which 
would lose underwriting-fee income, 
the MoF is considering imposing a vari- 
able limit on the amount of a single 
bond that a bank can buy, leaving the 
lion’s share for securities traders. The 
limit would depend on the size of the 
bond. Banks are opposing this. 

While the MoF attempts to pacify 
the two warring sides, the Euroyen mar- 


| ket is bobbing along. The value of 


Euroyen bonds issued by non-residents 
in the first seven months of this year 
totalled ¥1.45 trillion, compared with 
¥ 1.34 trillion for the whole of 1985. 
The 1986 total is expected to top ¥2.5 
trillion. But these issues are not the 
MoF’s real worry. Non-residents have 
been put off raising yen in Japan 
(through “samurai” bonds) partly be- 
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ause of the illiquid 
argely by .reluctance on 
ecurities companies.to tra | 
or buy them back from dt | 
'Vestors. | : | 
5 ‘What real | 
was the decision by the telephone. | 
nonopoly NTT to issue a Euroyen bond | 
or * 50 billion in September. In the first :| 
ix months of this year, NTT accounted. | 
or fully 4096 of straight corporate bond | 
ssues on the domestic market. If the 
ountry's biggest company is going 

broad for funding, what becomes of 
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gruntled in- 





ly raised official eyebrows 









ds: 
| Euroyen issue was marketable аса. 
| coupon (nominal interest rate) of 5.7%. | 









- interest on: domestic corporate bonds 






about 0.4 of ¿ percentage point cheap- 
er than it would have been to make 
an issue of the smaller, allowed size 
in Japan. Demestic interest rates on 
corporate bonds cannot, or are not 
allowed to; fell below the rates of tong- 
term government issues. Without fail, 





plots a course midway. between gov- 





ing. habits. 
finding co 
more 
stockmarket-playing domestic invest- 
_ors. In December, convertible bonds 
‘totalling #526 billion are scheduled to 
be issued, double the normal. monthly 
volume. 
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apan's economy appears to have 
achieved modest growth in-the third 
iarter (July-September), with the con- 
ied expansion of domestic demand 
ffsetting the negative effects ofthe yen 
evaluation on export earnings. Offi- 
als at the Economic Planning Agency 
(EPA), however, say that third-quarter 
growth is likely to be marginally less 
than the 1.9% real gross national pro- 
duct growth achieved in the second 
quarter when domestic demand was un- 
expectedly strong. There are also fears 
that conditions may have worsened 
from October onwards. owing to a 
downturn in export-volume and a cor- 
responding plunge in manufacturing ac- 
ity in Japan. . 
A particular worry relates to the 
oter industry which performed 
‘strongly in August and September on 
the strength of booming exports to 
Western Europe. Exports to the EEC 
could come to a virtual halt in 


ry strives to stay within the terms ofan' 
nformal agreement which limits it to a 
10% annual increase in shipments. 
Given the importance of the EEC mar- 
ket, this could spark a sharp downturn, 
not only in car production, but in the 
overall level of manufacturing activity. 
"A recovery in car exports to Europe in 
early 1987, on the other hand, seems 

i EN to be offset by a sharp down- 
urn in shipments to the US — again 
‘because of "voluntary" restraints. on 
exports. К 

High levels of output in the motor in- 
ustry helped to boost the Ministry of 
International Trade апа Industry's 
(Miti) mining and manufacturing index 


tevel of September 1985, making this 
` index actually exceeded year-ago levels. 


However, provisional estimates pub- 
lished by Miti point to.a,sharp. 2.6% 










to a further fall of 1.6% in November. 


Modest growth ahead 








THE PROEUCTION DOWNTURN: 
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Source: MITI. 


THE SHIFT TO IMPORTS 


(% change lume irom the previous year) 
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Seurce: Есопотіс Planning Agency. 


If these "igures turn out to be any- 
| where near che mark, 1986 could prove 


| to be the first year of negative growth in 





ovémber and December as the indus- 


by 2.6% in September from the previ- 
ous month's level, and by 0.6% from the 


the first month since June in which the | 


|" downturn in the index for October and 


manufacturmg output in more than a 
decade. EPA officials see. little or no 
chance of thiis trend being reversed until 
the middle cf next year, when the down- 
ward adjustment in inventories that has 
accompanied stagnating export demand 
ought.to have worked itself out. 
The export-led decline in manufac- 
turing activ ty that set in early this year 
^has already pushed unemployment up 
to record levels, though the 2.9% figure 
recorded in July апа August looks mod- 
est compared with other advanced, in- 
dustrial countries. Personal consump- 
tion, however, 
| through the summer months, reflecting 
i what officials described as a “healthy” 
| rise in real wages. One of the best con- 
sumption indicators, department store 
sales, registered year-on-year growth 
rates of 7.7% in August and of 5.3% in 
September. Private housing starts also 
rose sharply in the late summer months, 
| reversing along period of weakness.: 





ing to the resilience of the domestic 
economy Fas been the expansion of the 
: e.sector. Increased investment by 





BEVIEWTABLE by Andy Tang 


continued to grow 




























































Another important factor contribut- | 








pensate for.a sharp downturn in man- 
ufacturing investment during the sec- 
ond ‘and third quarters, causing 
economists to. forecast modest positive 


growth in overall private investment 
“during the current fiscal year. 


Howevet, service-sector investment 


| includes expenditure by the major pri- 
vate-sector utility companies, including 


the clectric power industry, which are 
subject to government "guidance" on 


“the annual value of their investment 
programmes. To some extent, there- 
«fore. vigorous investment by services 


reflects official concern to keep the 


economy moving rather than “natural 


forces.” 

Additional spending of #400 billion 
on plant and equipment by the electric- 
ity, gas and telecommunications indus- 
tries formed an important part of the 
government's September reflation pack- 
age. The package also provided for 
31.100: billion worth of extra public 
works spending by the government, but 
this figure included an estimated ** 500 









billion worth of “disaster relief" spend- , 


ing that would have been required with, 
or without, mcasures to reflate the 
economy. 

The ‘relative strength of personal 
consumption is seen by economists as 
being an indirect result of yen revalua- 
tion — ‘since the improvement in 
Japan's terms of trade resulting from 
the exchange-rate shift has helped to 
keep down consumer prices inside the 
country. But there are doubts about 
how long the personal-consumption 
sector can continue to grow in the face 
of deteriorating conditions elsewhere in 
the economy. 

. According to most private analysts, а 
2.5% GNP growth rate for the economy 
as.a whole is now the most that can be 
expected for the current fiscal year (en- 


ding March 1987), with the possibility of | 


2% orless if conditions were to worsen 
in the manufacturing sector. Govern- 
ment economists, meanwhile, say there 
is "almost no chance" of achieving the 
official 4% growth target. с. 

oe eT. Chan 





















service-sector industries served to com- | 
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|. DONTGET LOCKED OUT OF THE SQUARE 


We're delighted to say that Exchange Square is almost ninety percent leased. 
But there's still some space left, including two complete floors 
and several attractive smaller areas. 
And we don't want you to be locked out in the cold. 
So do come and look while there's still time. 
Because with an office in the Square, you'll hold the key to success. 





Please call Jonathan Petit or Christopher Chan at Hongkong Land Property 
(tel: 5-8428288, telex: HX75102) 
or Jeremy Stewardson at Jones Lang Wootton (tel: 5-217171, telex: HX74247). 
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ТНЕ НОВ OF ASIA'S BUSIN WORLD 








м Жкн somewhere, 
we shall meet. 

It is chance, or ordained 
at the dawn of time? 





At China Airlines, because we believe that 
our meeting is predestined, you'll find a 
subtle difference in the way we serve you. 
As well as being highly efficient, our setvice 
is genuinely warm and friendly. 

Once you settle aboard one of our modern, 
wide bodied jets, you can 
relax in the knowledge that 
our staff will turn your 
flight into an event never 
to forget. : 
After all, destiny is посо Ф & ж z z а 
be taken lightly. CHINA AIRLINES 





WE TREASURE EACH ENCOUNTER. 


Amsterdam Anchorage*BangkokeDhahran*FukuokaeHong Kong*Honolulue 
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t American Express Bank we believe that 
yesterday's concept of “private banking” no 
longer meets the needs of today's complex world. 
And so our approach to private banking is as 
different, as innovative, as our bank itself — in a 
number of ways. 

For example, we are one of the very 
few banks that specialize in serving 
international clients, and we have over 

65 years of experience in this field. 
Today, with 85 offices in 39 coun- 
tries — one of the world's largest 
banking networks ~ we are 
present in all the key 
financial centers 

of Europe, Asia and 

Latin America. 
In Switzerland, 











An American Express company 





American Express Bank Led. 











American Argentina Cayman France Indonesia — Lebanon Panama Switzerland United International 

Express Bank Austria slands Germany © Italy Mexico Philippines Taiwan Kingdom . Headquarters: 
offices: Bahrain Chile Greece Ivory Coast Monaco Singapore Turkey Uruguay American Express ' 
Bangladesh Denmark Hong Kong Japan Netherlands Spain United Arab Venezuela. World Financial Ce 
Brazil Egypt India Korea Pakistan Sti Lanka Emirates New: York 10285-2) 

















fivate banking services are provided by American 
Express Bank (Switzerland) AG. And, through 

. American Express Bank International, we now 
serve international clients in the major U.S. gate- 
way cities of New York, Miami and Los Angeles. 


Investment opportunities 

Moreover, we offer an exceptionally broad spec- 

trum of services. For example, we not only assure 

_ full-time, professional portfolio management, we 

. also give you access to the special investment 
opportunities available through the worldwide 

. American Express family of companies. Result: an 

. unequaled choice of ways to protect your assets 

- and make them grow. 


| Exclusive services 
- In addition, we also provide a number of services 
of particular value to international clients. 
"These include Gold Card? privileges through 
. American Express Bank and our exclusive, round- 








EXPRESS 
BANK 






-RE-DEFINED 








Exceptional service in private banking. 


the-clock Premier Services, for the busine 
personal travel needs of certain clients. —— 

To help you benefit from this broad array o 
services, we assign one of our Account Officers as 
your personal advisor. An experienced profes- 
sional, he coordinates American Express Bank's | 
global resources on your behalf, supported by on 
of today's most advanced telecommunications and 
computer networks. : 

Private banking re-defined, by American Expre 
Bank : personal, innovative, fine-tuned to the special 
needs of international clients. For more information 
on how this unique concept can help you reach you 
financial goals, contact us today. In Hong Kong, . 
telephone 5-844 06 88; in Singapore, 225-6330. 

















American Express Bank Ltd. is a wholly-owned sub- 
sidiary of American Express Company, which bas assets 
of more than USS70 billion and shareholders’ equity in 
excest of USSS billion. | 
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AMERICAN 















American Express Trade Development Argentina Switzerland Trade Development 96-98, тае du Rhone 
i Bank International: Bank offices: Bahamas United Kingdom Bank, Geneva 1204 Geneva 
ofstr; 20 Los Angeles Brazil Head Office: Switzerland 
€duMtBlanc Miami - Luxembourg 
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Dialled outside number. 





. Nationals 











new telephone display 


really helped us spend less time 
—and money! 


Our office's monthly telephone bills were 
entirely too high until we installed National's 
advanced JX-1232 telephone system. Each 
telephone features a big LCD display that helped 

. us cut expenses in a hurry. 

Want to know how long you or someone 
else has been talking? The display will show 
you with either digits or an easy-to-read bar 
graph. It can also give you the total call time 
for each or every extension in the system, 
numbers that have been dialled, and even the 
time of day. Talk too long, and a preset alarm 
will sound. What better way to encourage cost- 
conscious communication? 





The JX-1232 Business Telephone System 

* Versatile and reliable enough for the demands of 
today's automated office. © 12 central office lines; 32 
extensions. Standard, display, display/speakerphone, 
and power-failure-operative 
telephone models available. 
* One-touch dialling (up to 
16 digits). * Dual-colour 
LEDSs light green for your 
line, red for other lines in 
use. *Optional direct- 
station-selector connects 
extensions at the touch 
of a button. 


Choose from our broad line of 
JX Series telephone systems. 
One is just right for your office! 
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National 
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National, Panasonic and Tecknics are the brandnames of Matsushita Electric. 
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He who thumps his chest 
will soon start to cough. 


Diners Club 
International" 











PREFERENTIAL TREATMENT ASSURED, СОМЕТО SHERATON WITH THE CARD. 


When you fravel on business 

you want the support and services 
that meet the needs of a busy 
executive. You get both witn 
American Express and Sheraton. 
Make an American Express* Card 
Assured Reservation* and we will 
keep a room ready and waiting. 
Even if you arrive way past midnight 
And when you stay with us, you 
can become a member of 

the Sheraton Club Intemational 
The first worldwide frequent 

guest program that assures уси 

of special recognition, upgraded 
services and exciting travel 
awards. Come to Sheraton. And 
don't leave home without the 
American Express Card 





Sheraton 


The hospitality people of ITT 


The American Express Card. 
Don't leave home without it. 


SHERATON WORLDWIDE RESERVATIONS For instant, confirmed reservations at over 500 Sheraton Hotels worldwide call 
InHong Kong 3-7393535 e Singapore 532-6000 € Kuala Lumpur 243-7522 € Jakarta 3807032 


HONG VANA CINIADODE ПАМИР ACINA CHANCUAL TAIDEL АЛАМИ А COCWI RDLINID ГУЛКҺАЛЇйСАГЧЫ TAN CAA 
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With the new long-range 747-400, nonstop All at the lowest cost per seat mile of any 
service will now be possible between such distant intercontinental jetliner in history. 
cities as Singapore and London; San Francisco and The 747-400 is an advanced aircraft that 


Hong Kong; and Taipei and Los Angeles. can fly 450 passengers a full 8,000 miles, nonstop. 
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Singapore Cathay Pacific Korean Air UTA Lufthansa KLM Northwest British Airways = 

No wonder major international airlines The 747-400. For international airlines that _ 

from all over the world are rushing to add the want to go farther to serve their customers. 1 
747-400 to their fleets. The first 747-400s are ae T Tw» 
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scheduled for delivery in 1988. Getting people together. 


Manage currency risl 
market-makers a 


Morgan Guaranty is a leading 
worldwide market-maker in for- 
eign exchange. With trading spe- 
cialists in four key Asia-Pacific 
financial centers, Morgan can 
give you competitive currency 
quotes quickly—spot or forward, 
short-, medium-, or long-term, 
in large or smaller amounts. 


But we also give you much more. 


When you work with the foreign 
exchange market-makers at 
Morgan, you capitalize on the in- 
creasing linkage between the 
forex, money, and capital markets. 
And you benefit from the opportu- 
nities created by new instruments 
and techniques. 
Use Morgan’s expertise 

То take maximum advantage of 
today’s opportunities in managing 
currency risks, clients need much 
more than knowledge of the forex 
markets. 

(| Morgan can keep you 
posted on arbitrage opportunities 
offered by investments and bor- 


rowings in all important money 
and capita. markets and the Euro- 
market. We have an international 
dealing ne-work of foreign ex- 
change specialists and market- 
makers in all of the world’s finan- 
cial centers. They serve major 
corporations, governments, secu- 
rities houses, fund managers. 
That means we continually mon- 
itor the activities of leading forex 
participants 24 hours a day. 

(| Our subsidiary Morgan 
Futures Corporation is a leading 
participant in the futures markets 
in Chicago. London, and Singa- 
pore, and is fully equipped to exe- 
cute currency futures contracts. 

(.] Morgan Guaranty Ltd, our 
securities underwriting subsidi- 
ary, Manages debt issues in more 
currencies than any other Euro- 
market underwriter. Because so 
many of these issues are swapped 
һу Morgan from fixed to floating 
rates and v ce versa, and into 
other currencies, Morgan special- 
ists find oprimal investment and 


Hong Kong 





borrowing opportunities for vou in 
all the leading currencies and mar- 
kets on a real-time basis. 

[ | Market behavior and trad- 
ing strategies have changed in re- 
cent years. Our knowledge and use 
of statistical analysis and techni- 
cal models help us, and vou, judge 
market developments and detect 
arbitrage opportunities early. 

Some other reasons to turn to 
Morgan are: 


etter. Work with the 
lorgan Guaranty 


Singapore 





Some key officers shown in Morgan trading rooms, from left. Hong Kong: Timothy Teo, Paul Finn. Thomas Ketchum: Singapore: Ho Chee Nen, 
Fock Siew Wah, Andrew Watson; Tokyo: Dominique George, Takao Sakoh, Robert Gray; Sydney: Colin Jellev, Sean McSharrv, Michael Hamer. 


Advisory services. Our corpo- 
rate finance experts and our 
Financial Advisory Department 
help clients with capital structure 
analyses, joint ventures, growth 
strategies, mergers and acquisi- 
tions, and alternative financing, 
techniques. We have more than 
100 professional analvsts located 
in offices around the world. 

Capital strength. Every trans- 
action we arrange is backed by 


Morgans financial strength — 
more than $6 billion in primary 
capital. This enhances our role as 
principal and can reduce clients' 
costs and risks in transactions we 
do for them. 

Innovation. Morgan is known 
for structuring innovative, lower- 
cost financings that meet bor- 
rower and investor needs alike. 
For two consecutive years, our 
major competitors, in a poll by 


Euromoney magazine, have voted 
Morgan the most innovative firm 
in the capital markets. 

Call in Morgan 
Ask how we can put our corporate 
finance strength to work for you. 
Morgan Guaranty Trust Company 
of New York, with principal Asia- 
Pacific offices in Tokyo, Hong Kong, 
Singapore, Melbourne/Sydney. 


Morgan Guaranty 














In the beginning a computer was a big "machine" that 
“counted and collated faster than man. Some systems are still 
~ basically just that, with peripheral stations that depend on 

the big machine for data, processing and communication 
linkage to one another. In fact, everyone becomes dependent 
on the center, including the center itself. 

That's the old way of thinking with a computer. 

But if too much is required of the big central machine 
simultaneously, it slows down. Worse, if it breaks down the 
whole system can no longer communicate. Even the center 
loses control. And if that one big machine's capacity is used 
up, there's no easy way to expand. You're forced to buv a 
new, bigger machine, which likely won't be able to operate 
with what's left of your old system without an expensive, 
time- consuming conversion. 

Thats what's wrong with the old way. 















The new way is to start only with what vou need: 
probably a smaller machine that you don't have to "grow 
into". Which means you don't have to pay up front for 
capacity you can't use yet. Add as many terminals as you 
need and you're computerized. 

But this is where the new way of thinking begins to be 
new — and different. Because once you reach full capacity 
there's no need to sell and replace. You simply add on... 
again, only according to your needs. This way you're 
beginning to build an open network. It's open because 
there's no center to be dependent on: everyone can talk 
directly to everyone else even if one link is down, because 
as you add more and more, everyone is interconnected. 
Which also means the center never loses control and one 
location can borrow capacity from any other. No time is lost. 
And no time and money are lost in conversion...because 
each new element is designed to communicate with the 
same programs the others are already using. They are all 
part of the same family of computers which we call VAX. 

There will probably always be certain circumstances 
where the old way is still better. Even we recommend it 
when that's what's best for our customers. But to meet 
many, many more other types of requirements, the new 
way to build a network is quicker, more flexible, more 
reliable, less expensive. 

And Digital has built more of them than anyone else. 




































































Digi Equipment Corporation 
19-2 38 ploure 




















tion 
makes a lot of sense. For a pos 
of reasons. And you need only 
‘deal with one company, CN. " Canadian National gives you 
CN services every major “а wider choice of options than 
.— Canadian port— Prince Rupert, апу other North American rail 
Vancouver, Halifax, Saint John network. And our world- "Manager Wk co с 
.. and Montreal, with direct ship-to- — renowned, sophisticated jen 1026, Prince's Building сета 
rail service at all these ports. computer system, accessible ong Kong | 
Through east and west coast through TELEX worldwide, wa 05-247 481 Tele 79637. 
Canadian ports, your containers аѕ well as TWX in the U.S., Peter S. Murray 





are loaded onto CN's dedicated, сап trace your shipment at any — System Sales Manager, 
daily and reliable container time, in next to no time. Conventional & Far East 
trains, then speeded to Canada’s These, plus many more ра cies UMORE 
key central markets. innovations, are part of our Montreal, Quebec, Canada H3B 2М9 
On the West coast, commitment to giving you the Tel. (514) 399-6740 Telex: 05-25256 
Vancouver's wide variety of edge when it comes to getting 


specialized commodity terminals — your shipments into and across 

ensure that your shipment is Canada. And dealing with us 

handled properly. And promptly. — alone, makes the whole opera- . , : 
Through U.S. west coast (оп a lot more convenient. Canadian National Railways 


ports, we provide unrivalled Put us to the test soon. Responding to the Challenge 


CN international offices include: Tokyo, Hong Kong, Vancouver, Montreal, Halifax, San Francisco, Chicago, New York, London, 
Liverpool, Glasgow, Hamburg, Antwerp, Paris, as well as agencies throughout the world. 






Maruman Securities 
Asia) Limited 

Now Open in 
Hong Kong 


— А New Alternative in International Finance — 





Maruman Securities (Asia) Limited 
930 Swire House, 11 Chater Road, 
Cen-ral, Hong Kong 
Tel: 5-8100822 
Telex: 71905 (MSCLH HX) Faesimile: 5-8100394 
Managing Director: Hiroyuki Nakata 


2 Wholly owned by 
7 Maruman 


Maruman Securities Co., Ltd. 
Member of Tokyo Stock Exchange, Nagoya Stock Exchange & Osaka Securities Exchange 


Nagoya Head Office, Tokyo Main Office, Osaka Main Office. 
International Division: 1-20, Nihonbashi 2-chorne, Chuo-ku, Tokyo 103, Japan Tel 03-272-3341 Telex 0222 4073 Facsimile 03-28-7644 
































Based in Singapore, it is A&W's Far East headquarters promoting 
sales and investment in the Indian sub-continent, Burma, Laos, 
Kampuchea, the ASEAN countries, the People's Republic of China, Hong 
Kong, Taiwan, Japan and N & S Korea. 


AWAT will develop A&W activities in the region. 
AWAT will help develop exports of your products. 
AWAT will promote sales of A&W products in your country. 


Albright & Wilson has chemical manufacturing operations in 
17 countries, spread over five continents. Plus a worldwide sales network 
through its own sales offices, associates and over 180 exclusive 
representatives. 


PHOSPHORUS CHEMICALS 


AWAT offers a complete range of organic and inorganic phosphorus 
based products for every industry, backed by Albright & Wilson's 
unequalled breadth of product range. 


















































SURFACTANTS 

AWAT offers high quality surfactants for toiletries and detergents 
and products for many other industries such as plastics, rubber, textiles, 
construction and engineering, 


PAPER CHEMICALS 

AWAT offers sodium chlorate and engineering services for pulp 
bleaching, It supplies sizing and other speciality chemicals for the paper 
industry. 


All products are backed by comprehensive local technical service. 


ALBRIGHT & WILSON 
ASIA TRADING PTE LTD 


Get in touch with us at: 
AWAT, (Dpt FR), No. 6 Jalan Besut, Jurong Industrial Estate, Singapore 2261. 
Telephone: Singapore 2612151. Telex: AWSING RS 37007. 


рер, "Building on Quality" 













































































































































































































Welcome to America’s newest, biggest network. NON NEWYORK, 
TAIPEI TOKYO CHICAGO 


Hundreds of business choices, coast to coast. And 9 nonstop wwu am seou, mmh SEATLE/TACO 


ways to reach them from Tokyo and Seoul. For more to America З д бм 


every day, look to the leader. OKINAWA HONOLULU 


Look {О ous 


Penny ste) Segre‘ ar @ NORTHWEST 


Por reservations, call your travel agent or Northwest: 


‘Auckland. 704-077 Calcutta 611373. Guangtho 61803. Jakarta 326438. 
25] 847 Hirodhinus: 








Kuala Lumpur 2429633 Manila 501-1911 
: N e Shanghai 377387 Taichung (43220-8643 
1605 ‘Rangoon. 81 Singapore 336-7666: Taipei (02)906-8051. 

qr Sapa trii. Sekang TRABI: Tokyo (034320000 | 














FINANCE 


White Paper, black sheep 





Malaysian Government gets tough with deposit-taking cooperatives 


Ву Nick Seaward in Kuala Lumpur 
“the Malaysian Government has issued 
SU its keenly awaited White Paper on 
the 24 deposit-taking cooperatives 
(DTCs) whose assets it froze in late July 
and early. August this: year. The paper 
— which was. tabled in parliament to- 
ther with a more detailed report on 10 
ovember — reveals that only three of 
» the DTCs were found to be solvent as of 
8 August. Only M$889.7 millión 
1:(U8$339.3 million, or less than 6096 , of 
the M$1.49 billion in deposits held by 
“ithe 24 was reckoned to be recoverable, 
"Phe ‘report. also. cited. evidence ot 
ts-of interest by the di 
aff of 13. of the DTCs and 
dditional evidence of alleged fraudu- 
"lent.conduct in. six of those cases. The 
police are currently investigating: the 


















| Bank Negara: loans provision. i 


‘possible fraud cases, one of which in- ; 


volves Koperasi Serbaguna Fortiss and 
another. Koperasi Вена Bersatu 
“(Kosatu), whose suspension: of pay- 
ments to depositors sparked off the 
crisis їп July. Coincidentally, Tee An 
Chuan, Kosatu's former chairman, 
pleaded guilty the same day as the re- 
dease of the White Paper to an amended 
charge. of criminal. breach of trust of 
M3603, 700 belonging to: Kosatu. 
i5 As expected, the government has re- 
fused to bail out the insolvent DTCs. In- 
stead; Bank Negara (BN, the central 
bank) will provide soft loans of up to.a 
total of M$400: million to enable “a 
number of strong banks and finance 
companies" to assume the assets — at 
пех value — and liabilities of the 
[ушу which have: been deemed 
Wiable by BN. Independent. auditors 








.hired by the central bank to investigate | 


"the DTCs had recommended that only 
‚13 of them were worth saving. but the 

government said that an unspecified list 
-of banks and finance companies had al- 





-ready agreed in principle to take over all | 


“but three “in the national interest.” 

As for the remaining three DTCs, 
the government has decided that liqui- 
dation is the only feasible solution for 
two.of them — .Kosatu and Syari- 
kat. Kerjasama Penjaja-Penjaja dan 
Peniaga-Peniaga Kecil Selangor, which 
have net asset backing of 30 M cents and 
37 M cents for each dollar of deposit re- 
spectively. Ascribing these two DTCs' 
problems to "gross mismanagement," 
the government said that some liquidity 
loans will be made available to the re- 
ceiver so that depositors would not have 
to wait for the final distribution of as- 
sets. 

Meanwhile, the fate of the third, 
Koperasi-Serbaguna Malaysia (KSM), 
ins in the balance. Citing the “spe- 

















positors would see any of their money. 





cial circumstances" surrounding KSM's 
present financial difficulty, the govern- 
mënt has proposed a voluntary unfreez- 
ing of KSMs operations, leaving the way 
open for the directors to attempt to join 
the main restructuring scheme if it. can 


. come to a satisfactory arrangement with 


a bank or finance company. 

With M$563.8 million іп deposits 
and 255,000 members, KSMis by farthe 
largest of the cooperatives to have been 
suspended. Understandably, therefore, 
BN is keen to see KSM survive the pre- 
sent crisis even though the auditors had 
found. that KSM is insolvent to the ex- 
tent of M$330 million. There is also a 
political element at work here, as KSM 
has close. links with the Malaysian 
Chinese Association: (MCA), which is 
the second-largest component party of 
the ruling National Front coalition. 
К°“ has net asset. backing of only 

41 M cents іп every dollar but the in- 
endent report appended to the 


de 
| White Paper points out that this is due 


largely to an unrealised loss suffered by 
a subsidiary from the M$386:6 million 
diminution in the value of 222.2 million 
shares held in Multi-Purpose Holdings 
(MPH), the investment arm ‘of the 
MCA. Nevertheless, the oid ratio 
of the cooperative had fallen steadily 


| from 25% at the beginning of December 


1985 to around 1% at the time of the 
suspension, coinciding with the Pan- 
Electric Industries crisis and the sub- 
sequent arrest of former MCA. presi- 
dent and former. MPH managing direc- 
tor Tan Koon Swan. 

Even if KSM does manage to come 
to an agreement with a bank (MCA- 
controlled) Malaysian French Bank 
would be an obvious candidate), і 
would be some time before its. de- 





Under the proposed scheme, depositors 
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will be entitled only to that proporti 
of their former deposits еп 
covered by their ОТС 
pending on the quality о 884 
Only up to 25% of those adjusted dep 
sits will then be available for immediate 
withdrawal in cash and the remaind 

| placed in fixed deposits for. two 
! three years at a maximum interest rate 





















The proportion of deposits available 
for immediate withdrawal in cash wil 
depend on the degree of liquidity o 
the МАЦЫ assets of the d 
positor's DTC. Similarly; accord 
the White Paper, “the higher the 
of the income-bearing assets: 
DTC, the higher the rate of interest pa 
able on such deposits." KSM compares 
very badly.with the majority of th 
DTCs, which have.net assets ranging 
from at least 63:M cents in the dollar, in 
the case of Koperasi ENE, to M$1.80 in 
the case of Kopersi Jayadiri Ma 
sia. ; 

Judging from the balance-sheets o 
the 24 DTCs contained in the appended 
report, however, very few of the-de- 
positors will be eligible for ћеб% ma: 
mum interest rate. Even fewer will be 
allowed to withdraw the maximum 2596 
of their deposits as only seven of the 
DTCs — representing less than a ten 
of all the depositors whose savings ha 
been frozen — have been found to have 
a liquid-asset ratio greater than. 25° 
which is the level laid down as the mini- 
mum for many of them by the Coo 
tive Development Department. | 

"The government has decided that 
any of the other rescue schemes as pro- 
posed by.the Action Committee to 
Safeguard Deposit-Taking Cooper 
tives or the Association of Deposit-Ta 
ing Cooperatives were either impracti- 
cal or inequitable. In particular, the 
*25:25:50" proposal to force depositors 
to convert 50% of their savings: in 
equity which was being considered by 
the government a few months. apo 
(REVIEW, 2 Oct.),-was deemed.u 
ceptable by the attorney-genéral.. 

While the. position of the govern- 
ment is that the taxpayer should not 
have to pay for. mismanagement and 
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| three so-called "apex" cooperatives (of 

















possible fraudulent activity of directors 
"duly elected by [DTC] members,” it 
has promised to prosecute those:direc- 
tors and office-bearers that have 
siphoned off members’ funds. The gov- 
ernment has also taken steps to preve 
the. same scandal occurring. again 
through a thorough re-organisation: of. 
the cooperative movement. 

In particular, it has decided to re- 
move cooperatives’ rights to accept de= 
posits. from non-members in future, 
This will leave only licensed financial in- 
stitutions free:to do so — including the 










Bank Rakyat, Cooperative Central 
Bank and Bank Persatuan Seberan 
Prai) which apparently will come under 












BN supervision for the first time. 
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First past the post 


Rupert Murdoch opens his Asian media account 


By Philip Bowring in Hongkong 


edia magnate Rupert Murdoch has 

made his first major foray into Asia 
by becoming the largest shareholder in 
the Hongkong-based South China 
Morning Post (SCMP). The move may 
affect control of the REVIEW — cur- 
rently owned 51% by the SCMP — but 
in a manner yet to be determined. 

As a first step, an offshoot of Mur- 
doch’s Australia-based News Corp. is 
acquiring 34.9% of the SCMP, 22.9% 
from the Hongkong and Shanghai Bank- 
ing Corp. (which previously owned 48%) 
and 12% from Hutchison Whampoa. 
This leaves the acquisition just below 
the 35% level at which News would be 
compelled to make a general offer. But 
control by Murdoch is unlikely to be 
long delayed. He has an option, exercis- 
able within 30 days of his appointment of 
directors to the SCMP, to acquire further 
shares from Hongkong Bank and Hut- 
chison to bring his total holding to 50%, 
which would trigger a general offer. 

Three News directors are to be ap- 
pointed and it is also believed that 
former Singapore Press Holdings chief 
executive Lynn Holloway, who was in- 
volved in organising the bid, will have a 
continuing role in the SCMP. 

News has paid HK$73 (US$9.40) a 
share for the first tranche, and if it takes 
up the option will pay HK$73-80 for the 
rest. At HK$73, SCMP is valued at 
HK$2.35 billion or 14.2 times earnings 
of HK$164.9 million (year-end June). 

The Hongkong Bank/Hutchison ac- 
ceptance of an offer for SCMP did not 
come as a surprise. Their apparent wil- 
lingness to sell had been mooted as long 
ago as last November (SHROFF, 21 Nov. 
'85), and it was believed that they had 
agreed to act together. But the deal 
caught many by surprise — including 
the Pearson oe in London, publisher 
of the Financial Times, which had made 
an approach earlier this year and Dow 
Jones, which with 19% is the third- 
largest shareholder in the SCMP and 
also owns 49% of the REVIEW. 

The deal showed every мап of being 
concluded in a great hurry before others 
got wind of it — hence the 30-day option 
pene to enable Murdoch to get a closer 

ook at the SCMP than he has taken so 
far, despite apparently having an eye on 
it since a visit to Hongkong and Peking 
(where he reached agreement to build à 
cns centre) earlier this year. This 

aste has led to speculation that there is 
more to all this than has so far come to 
light. Hutchison managing director 
Simon Murray had, in the same week, 
been having talks with Pearson, of 
which it recently acquired 4.9%. Al- 
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though taere were some snags, talks 
were proceeding, albeit in the leisurely 
manner befitting the aristocratic Pear- 
son empire, when Murdoch struck. 
Although London analysts are scep- 
tical about K. S. Li (chairman of both 
Hutchison and its major shareholder, 
Cheung Kong Holdings) bidding for the 
whole of Pearson because it is closely 
held, Аже osed card of being able to 
deliver the CMP to Pearson as part of 
some shere or asset swap was given 
away. Li is not known for giving any- 
thing awzy. As it is, the price News is 
paying is very much in the range men- 
tioned in the marketplace for the past 
year. So, it is aped; the offer would 


not appezr so generous that the Hong- 





kong Bank and Hutchison would have 
felt a neec to give an immediate yes — 
unless there were other benefits. 

Li's apparent “change of horses" 
midstream papon speculation that 
he might bid for Pearson and then sell its 
publishing side — the Financial Times 
and book publishers Penguin and 
Longman — to Murdoch. Even if Pear- 
son was within Li's grasp there would be 
problems over the Financial Times. Al- 
though Murdoch conspicuously lacks a 
significant presence in business media, 
he might find opposition to his acquiring 
another B-itish national newspaper — 
he already owns four — insuperable. 

Murdoch's bid for the SCMP sur- 

rised mar y observers who had thought 
it more likely that he would go for a deal 
with ageing tycoon Sir Run Run Shaw 
over TVB Hongkong's leading broad- 
caster, anc the related Shaw Brothers, a 
major Horgkong film producer. The ar- 
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gument was that these would fit in bet- 
ter with his huge TV and film interests 
— especially in the US — which have 
been the main focus of his expansion in 
the past two years, and have more 
tential for entry into the China market 
than an English-language newspaper. 

The purchase also runs counter to his 
reputation for buying ailing newspapers 
and brightening them up. The SCMP is 
extraordinarily profitable — operating 
profit last year was 40% of turnover. It 
may continue to enjoy strong organic 
growth and there ma scope for bet- 
ter use of new printing presses it is in- 
stalling — and perhaps for development 
of associate publications such as 30%- 
owned Asia Magazine, which has a 
500,000 captive circulation around the 
region but the content and profits of 
which are equally feeble. 

Another possibility would be to buy 
a Chinese newspaper, but this would be 
a first for Murdoch who so far has stuc 
to his native language. The SCM P in the 
past is known to have had discussion 
with Ming Pao and the Economic Jour- 
nal. But the former's boss, Louis Cha, is 
probably too involved with the politics 
of Hongkong’s future to want to give up 
his flagship. The Economic Journal is 
successful, but small. 


i ongkong's biggest selling newspaper, 
the Oriental Daily News might be 
available at a price. Its racy style might 
appeal to Murdoch, but not quite fit in 
with the SCMP image. Without acquisi- 
tion, the SCMP looks more of a steady 
cash generator than a company set for 
dramatic growth. Utility to News Corp. 
may depend on how the deal is being fi- 


| nanced and whether it brings net tax 


benefits to the Australian parent. 

News Corp. has given no indication 
as to whether it wants to hold onto its 
stake in the REVIEW, which would pro- 
vide it with an Asian regional presenco 
Last year, the REVIEW's profits we 
around HK$16 million. On the same 
price basis as the acquisition of the 
SCMP stake, the 51% would be worth 
around HK$120 million. Although 
News owns several magazines in Aus- 
tralia and the US — and recently ac- 
quired Ziff-Davis, a US publisher of 
trade journals — magazines have not 
been a major contributor to its earnings. 

Anyway News may not be able to 
hold on to the REVIEW even if it wants 
to. Dow Jones has informally indicated 
in the past that it would like to own the 
majority of the REVIEW. Under an 
agreement dating back to Dow Jones' 
acquisition of a stake in the REVIEW, 
the US company has a right to acquire 
the SCMP stake in the REVIEW if any- 
one gets more than 50% of the SCMP. 
It is believed that the agreement is quite 
detailed and provides for arbitration if 
the parties cannot agree on a price. 
However, News' second tranche pur- 
chase would only take it to 50% and it 
might procure someone else to make a 
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_ general offer rather than making the bid 

directly. It might then argue that the 

REVIEW trigger was inoperative. 

“Clearly, there would be plenty of scope 
for legal argument and horse-trading. 

>: Dow Jones’ bargaining chip is its 

he SCMP, while the SCMP has 










(on to the SCMP, News might 
find its ability to direct the SCMP en- 
tirely according to its own style some- 
~ what cramped. As it is, the Hongkong 

Bank has categorically stated that it will 
not sell its remaining stake of 15.9% — 
and Hutchison might hang on to its 
8.3%. So, News might be faced with a 
. diverse rump. That is one reason why it 

16 not yet certain that Murdoch will go 
for control. He will want to straighten 
out the kinks first. 

Speculation about what Murdoch 
may or may not do next is surpassed by 
he certainty that Li is on the verge of 

Esos big. On the same day as the 

News deal, Hutchison and Cheung 
‘Kong announced a HK$780 million 
bond issue convertible into shares in 
Cathay Pacific — shares. acquired on a 
preferential basis earlier this year and 
supposed to be held as a long-term in- 
vestment. This issue adds to some 
HK33.5 billion raised by Cheung Kong 
and Hutchison in the past few months 
through issues of various sorts of paper, 

^in addition to the two companies’ 
healthy cash flows. 

" Apart from. Pearson, there have 
been rumours. of a bid for Husky Oil of 
Canada. (which might fit with. some 
Pearson oil interests), and for Britain's 
Incheape group which owns a bag of as- 

“sorted trading interests, several of them 
in Asia. But nothing is clear éxcept that 
the market now firmly believes that Li 
will spend most of his money outside 
Hongkong — a belief which has spurred 

a sharp fallin the Hang Seng Index. Е 
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No bears 
for Rupert 


News Corp. changes arenas 
after digesting US acquisitions 


By Hamish McDonald in Sydney 


U nicubteaty, Murdoch’s victory 
over entrenched British printing 


unions, by shifting his London news- | 


papers to the new production base at 
apping, outside London, has stamped 
him as a man to beat the odds, an attri- 
bute he needs for success in his wider 
ambitions for networking of news and 
entertainment on the foundation of a 
fourth TV system in the US, 

The listing of News Corp. shares in 
London on 12 November (following list- 
ing in New York in 1983) is a result of a 
spreading business base. In the latest fi- 


` nancial year, to June 1986, some 50% of 


the company's A$3.82 billion turnover 
came from the US, about 30% from Bri- 
tain and about 20% from Australia. The 
year before, business was fairly evenly 
divided among the three regions. 

With his string of US acquisitions last 


year, Murdoch. also made a decisive 


leap into electronic as. well as print 


media. Six TV stations (in New York, 


Los Angeles, Chicago, Washington, 
Dallas and Houston), bought from Met- 
romedia for a net US$1.55 billion, gave 
him about 22% of the US TV audience. 


‘Acquisition of Twentieth Century-Fox 


Film Corp. studio for US$575 million 


secured a production house (and library 
of old films) for his TV chain, renamed ` 


Fox Television Stations. A new satellite 
distribution service, Fox Broadcasting, 


will link the network. 
| With his two Australian TV stations, 


















in Sydney and Melbourne, and a satel. 
lite service called Sky Cha deliver- 
ing programmes to cable TV networks 
across Europe, Murdoch plans to 
spread the cost of TV production. — 
up to US$1 юп an hour — across 
the three major English-speaki r- 
kets, though he has said the grou 
fragmented to be called a “global | 
work.” e E 
Clearing up the debt from the US ex 
pansion is another concern. Last year’ 
acquisitions. more. than doub 
term debt to A$2. on. 
shareholders’ equit: n 
A $1.49 billion. Th ; 
rise from A$173 million to 
lion in. *interest of outside sh 
ers" — chiefly the US$1.15 billi 
preference shares issued by Fox T 
sion to replace debt assumed as p. 
the purchase price. While claimed as 

















































debt for US tax Parposes, this is put on 
the equity side of News Corp.'s bal 
sheet. Adding this to debt would prc 
duce a 315% gearing. | 


With a dividend pay-out of some 
US$150 million a year and 76% of vot- 
ing rights at stake in the preferenc 
Murdoch has moved quickly to replai 
them. With US$690 million redeeme 
so far, Murdoch has said all the prefer- 
ences will be redeemed by 1 March next 
year. | 
Although about a third of last year' 
net profit of А $242 million came fron 
foreign-exchange dealings, company 
analysts tend to agree with Murdoc 
forecast of a profit of more than A 
million this year. Richard Mews of Syd 
ney stockbrokers Ord Minnett sees a 
net profit of between A$300 million and 
A$350 million, with profit before tax. 
and interest upwards of A$850 million 
— indicating that News Corp. has pull- 
ed away from “the period of risk this 
time last year." AN P 
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HONGKONG: The market underwent a technical 
. córféction, with the Hang Seng Index losing 52 
points over the period to close at 2,206.36. Market 
analysts noted strong support in the 2,170-2,200 
range. Rumours of fresh corporate moves were 
received with mixed feelings, with punters ner- 
vous over further ‘diversification of Cheung 
Kong's investments overseas. Negative sentiment 
‚ was partly offset by reports of growing Australian 
investment interest in. the local sharemarket. 


million) for some 161 million shares traded. 


. TOKYO: The market recovered with prices of 
most issues rising, though volume was still very 
low. The domestic-demand theme resurfaced to. 
‘boost real-estate and steel issues. The Nikkei 
Stock, Average closed at. 17,053.20 points on 10 
Nov., up 79.56 points over the previous period's 
close and volume for the period averaged 367.66 
: million shares a day. A downward revision of 
short-term interest rates, following the reduction 


stock buying. 


- SINGAPORE: A substantial: correction in the 
market was expected and for once the pundits had 
got their charts right. Blue chips suffered some 
hard knocks in the process, with Fraser and Neave 
and some of the financial counters registering 
© sharp falls. The new Keppel warrants soaked up 
апу spare- cash that was lying about, and despite 
encouraging news about the economy, the correc- 
tion continued even after the weekend. Fraser's 
Industrial Index fell a whopping 375.54 points to 
finish the period at 5,385.66, and average daily 
volume was .26.63 million shares, valued at 
$552.77 million (US$24.1 million). | 


KUALA LUMPUR: The four-week bull-run came 
to an end as buying interest petered ош and.un- 
settling news on both the political and corporate 
‘fronts dampened sentiment further. The placing 
of Duta Consolidated into receivership, while not 
unexpected, brought down prices before the 
weekend and the row between the two main par- 
ties in the ruling coalition increased local invest- 
r$' nervousness. Fraser's Industrial Index closed 
riod 214.93 points lower at 2,897.44, while 
was sharply down with an average of 9.42 
n shares traded daily, valued at M$14.13 
jillion (US$5.4 million). 


‘NEW ZEALAND: A full scrip or cash offer for NZ 
Forest Products by Fletcher Challenge injected a 
| fresh dose of buying interest. The bid was well re- 
eived by investors; the two stocks involved 
surged ahead and bullish sentiment quickly spread 
‘across the. market. Barclays Index. registered а 
record series of gains, including its best ever on 7 
Nov. Volume for the period was.69.7 million 
spares, worth NZ$178.71 million (US$91.6 mil- 
ion). 
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Daily turnover fell to HK$717 million (US$91.9 


of the official discount rate to 396, stimulated" 








ігр day to close at 


d'naries Index smashing through the historic 
1 .400-point barrier. The index jumped 25.2 points 


tc close the period at 1,400.7 while the All-Indus- 


trials Index surged 48.7 points higher to 2,212.3. 
The prices of resource and mining stocks gyrated 
wildly on a volatile gold price. Some 720 million 
shares were traded, worth a total A$890 million 


 (US$573. 1 million). 
TAIPEI: The market rose strongly throughout the 


period on the strength of newly reported company 
results for the first nine months. The weighted 
price index rose to a new all-time high of 1,030.61 
points on 8 Nov; before dropping back slightly to 
chose. at 1,026.78, a:47.82-point increase for the 
period. The greatest amount of activity came from 
small. investors, as institutions largely confined 
themselves to adjusting portfolios. Overall, trad- 


| irg volumes. were moderately strong, with trans- 
actions averaging NT$3.79 billion (US$104 mil- 


Нэп). 


SEOUL: Although the unstable political situation 


was beginning to have its effect towards the end of 
the period, the-composite index still showed a 
1 76-point gain on the period to close at 251.39. 
Turnover. їй the period rose. М/оп 4.24 billion 


(US$4,9 million) to Won 26:53 billion for the 25.6 


million sharestraded on a daily average basis. The 
irsurancé sector recorded the biggest jump, up 
14.6% , followed by machinery, which rose 4.2%. 


BOMBAY: Equities plunged on the last day of the 
period on speculation about impending troop 
movements along the Indo-Pakistan border. Sen- 
timent. was also depressed by rumours of a Cal- 
cutta broker's default, marking the first spread of 
the Bombay market virus. Liquidity was further 
d-cained from the market by small investors 
mobilising funds for the upcoming mammoth Re- 
liance and Indo-Gulf. securities issues. The BSE 
Index staged a smart 10-point recovery at mid- 
week before plunging 18 points on the final trad- 
41.15. 


MANILA: Rumours of acoup, reportedly planned 
for execution while President Corazon Aquino 
was on a visit to Japan (10-13 Nov.), sent prices 
falling over a broad front. The Manila mining 
index lost 168.91 points over the period to close at 
2,062.37. Philippine Long Distance Telephone 
and San Miguel led the retreat among commer- 
с al-industrial issues, sending the section's indi- 
cator 24.17 points lower to 504.38. The oil gauge 
went up 0.034 to 1.650. Average daily. turnover 
was P47.4 million (US$2.3 million), down 61.2% 
from the previous period, on volume of 628.46 
million shares, up 61.1%. | 


EANGKOK: Reversing the earlier trend, prices 


fell in active trading. Opening оп a firm note, the - 


market picked up ground, pushing the Book Club 


Index to as high as 168.85 оп 5 Nov. before subsid-: 
ing on profit-taking. The index lost 0.92 ofa point. | 1 
om the period to close at 165.26. Volume for (ће 
illion shares, worth Baht. 


period totalled. 8,49 
1.03 billion (178939 
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TMe rates. 
З months forward: Japan. Y 162,01, Hongkong MK$7.774, Singapore 8$2.177 
Singapore-Malaysia: 8$1 = Мф. 193, £1« HK$11.235 р 





U8$ Rmo 3,7128 нка Amh 0,4766. 
US$- Rouble 0.6802 > 
US$» Kip 35.00 

085$ = Dong 11,938 
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7 The "People S Republic of | 
China Year-Book 1986 


All the information on China you'll ever need i in a single volume . . . 












The People es Бер ic of China Year-Book 198615 witho 
doubt the single most complete reference work ever 
produced about China. Its contents range from theland - 
and its people to business, economics, finance; cultu 


education, politics, science and technology and countless | 
other subjects. 


What is it? | 


The result of thousands of man- hours the Реор! es 

Republic of China Year-Book 1986 was written and 
by The New China News Ltd.,.a group of dedicated 
professionals who know: China intimately. The resul 
book of unmatched breadth and depth; : 


Who needs it? 


Completely indexed, the People's Republic of China 2 
Year-Book 1986 places thousands of facts and bits of- 
information at your immediate disposal. The book is 
essential to businessmen, financiers, students, professors 
and virtually anyone with a need to know ora keeni inter 

| in China of today; Even greater use of charts, maps, tables 
.—. and colour photos than earlier edition makes the book 
^ enjoyable as well as informative reading. 



































How to getit? 


“Order your copy(s) now by amply с com pleting the o cou 
below and returning it togeth er with the indic 
~ of US$89.95 (or the equivalent in local curr 
{ mo м indicated address. з vr CR 
ated edition < ‘Hard Co 1828 pages i 


Clip and mail this coupon today! Send to: 


| Circulation Manager, Far. Eastern Economic Review, G.P. о. Вох 160, Hong Kong. 






Please send .. : Fi copy(s) of The People's Republic of China Year-Book 1986 for which I апе 
| US$89. 95 per copy. For surface mail delivery add US$10, for airmail delivery add US$25. 











Me Send to: Name: 





Address: 








Type of Business: 


Title 








a; (Please print in block letter) 











You may forward payment in equivalent local curren 









































island of Timor has usually been оп 
its trouble spot in the east, little has 
been reported on recent developments 
on the western side. Yet Kupang, capi- 
tal of East Nusa Tenggara province 
(Nusa Tenggara Timur or NTT) in West 
Timor, is fast becoming a, commercial 
centre and a tourist destination. 


a slow but steady development in this 
remote area of some 110 islands with its 


“was one of the country's poorest pro- 
vinces with an annual per capita income 
of US$175 and the second highest in- 
' fant-mortality rate. 

The people — 80% of whom are sub- 
sistence farmers — habitually struggle 
with the inhospitable climate and ter- 
rain. Many of the islands are dominated 
-by mountains too steep for agriculture 
and a weather that is generally hot and 
_ dry, with erratic and unpredictable rain- 

fall.. 


Lacking i in the most basic infrastruc- 


In the past eight years there has been 


z scattered population of 3 million. NTT . 





hile interest on the Indonesian | 


port in Kupang, three. 











Марѕауѕгу Award for government ѕег- 
vice. 

In addition to reconstructing Tenau 
ort facilities 
were buil: on Flores, NTT's busiest and 
most populous: island, thus facilitating 
intra-island communication and trade. 
As à resu t, the economy has registered 
growth rates above the national average 
in the pas: eight years. 

There are new warehouses lined up 
along the road leading to the harbour, 
most likely to store coffee, the region's 
biggest income earner, or cement from 
the. receatly built Kupang Cement 
which produces 120,000 tonnes annu- 


ally. The plant is experiencing problems | 
| with jumping lice six months ago, which. 
|; quickly spread throughout the 


and is not yet producing at full capacity, 
but aims at supplying the markets of 
eastern Indonesia, specifically Maluku 
and Irian Jaya. 

Agriculture remains the mainstay of 
the economy. Coffee tops the list of ex- 
portable goods, followed’ by sandal- 






























Kupang port: new commercial direction. 


Í Airways began flying weekly Fokker 


For their efforts, the governor апа his: 
wife jointly received this year's Ramon | 


j| stroyed. 


‚ well.as UN agencies, have contributed 



























ture, NTT was by-passed by investors. 
Today, NTT province is seen as a region 
with considerable economic potential. 
Under its two-term governor Ben Mboi, 
a native. son from Flores island, NTT 
set out to develop its basic infrastruc- 
ture. i; 

The region was once considered an 
area of chronic hunger where malnutri- 
tion and diseases killed more than 125 
infants for every 1,000 births. NTT is 
trying hard to establish better medical 
| facilities, particularly in the more-re- 

< mote areas. 


ernor's enthusiastic pediatrician wife 


‘u who heads a number of health and. 


Led by Nafsiah Mboi — the gov- | 


wood and fishery products. In 1985, 
more {ал 6 million tonnes of coffee 
earned the province close to US$13 mil- 
lion. Sandalwood oil and its by-pro- 


ducts, wh:ch lured early European trad- 


ers to this part of the world, is a distant 
second with earnings of US$500,000 in 
the same vear. 


ut it is the cattle industry which has 
made this province a household 
word in Indonesia. Known as the coun- 
try's “cattle warehouse," NTT alone 
supplies 4)% of Jakarta'sbeef and ship- 
loads leave daily from Tenau port for 
other islands. 
Thanks to an intensive greening 






education projects, and who regularly 
treks to remote villages, NTT hop 
to overcome its. social backwardness 









; campaign begun in 1979 in which the 
y and fast-growing lamtoro trees | 
We lasted throughout NTT, there. 













are currently: more than 500, 000 head of 
cattle feeding off the leaves. While this 
industry's potential has attracted invest- 
‘ors into, starting thousand-hectare 
ranches, it is still the small farmers with 
their two-to-three head of cattle tied to 
their backyard lamtoro trees which con- 
stitute a major part of the industry. 
Livestock provides the main source of 
cash income, particularly for dryland 
farming families. 

Unfortunately, however, the cattle 
industry. seems to have suffered a set- 
back when lamtoro trees were stricken 









lands. 

Although: large-scale aerial pesti- 
cide spraying was” immediately imple- 
mented, authorities fear extensive dam- 
age, not just to the cattle industry 
but also the environment as a result of 
thousands of lamtoro trees being de- 


Nevertheless, there has been in- 
creasing interest in improving cattle 
breeding, which, has attracted foreign 

t е area, notably Austra- 
ns who feel familiar with NTT's 


arid terrain. In July, the Australian 


Government allocated US$11.4 million 


"for development projects to. benefit 


mall farmers in 75 villages’ of. West 

mor. 

"Other countries such as the US, as 

considerab ly towards development ef- 
NTT is also trying to develop i 

tourism potential. Ever since Merpa 






F-27 flights to Darwin just 435 km away, 
the place has been busy with tourists. 
Why, Kupang? Because a round trip 
only costs about US$150, a lot cheap- 
er than going anywhere else from Dar- 
win. 

Few might regard this remote area as 

a likely tourist destination, but in fact it 
has much to offer other than the usual 
sea-and-sun activities like windsurfing. 
and diving. From Kupang, one could fly 
to nearby Sumba, home of ikat weaving 
and other traditional textiles. Flores of- 
fersa wealth of natural attractions, such 
as the three magnificently coloured 
lakes in the crater of volcanic Mt Keli 
Mutu. Then there is the greatest attrac- 
tion of them all: 2,000 komodo dragons 
on the nature reserve of Komodo is- 
land. 

Alternatively there is Teddy's Bar 
and Fastfood, Kupang's only watering 
hole opened seven months ago by a 

seand his Australian wife. 
~~ Yuli ismartono 


















what ma ‘es the ca. S, 
makes the trucks, 
makes the aircraft, 
makes the money. 


Ап interdependency which tests even the best. Developing products with distinctive qualities requires two 
'hings-skill and money. 

Saab-Scania's skill comes from a unique technological breadth. With a long tradition in automotive and 
aerospace engineering, we are able to combine our technologies and develop them into practical applica- 
tions. 

The money comes from the long term growth and financial stability of the Saab-Scania Group. These 
ауе enabledius to invest heavily in the development of new products and technologies. 

In the field of specialized transport technology the symbol of Saab-Scania is the sign of technological 
»readth and financial strength. 








The Saab-Scania Group manufactures automotive and aerospace products: passenger 
zars, trucks and buses, military aircraft, missiles, satellites and the Saab SF340 airliner. The 
Group also develops other advanced products in the fields of electronics, optics, sensors 
and image processing as well as in the area of energy technology. 

We employ 47 000 people in locations in Sweden and 30 other countries. 
n 1985 the Group sales were SEK 32 billions (GBP 2.9 billions) with profits of 2.8 billions 
‘GBP 2552 т). Return on total assets was 14.5 percent, solvency (equity/asset ratio) was 
50 percent and capital expenditure amounted to 4.4 billions (GBP 401.1 m.), equal to 13.8 


»ercent of sales. 
SAAB-SCANIA 


Leaders in specialized transport technology. 
‘or further information please write to Saab-Scania AB, Corporate Communications and Public Affairs, S-581 88 Linkópina. Sweden. 
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Goliaths of the business; 








Well, we sure had you fooled, dic 


airline from the Far East to Europe. 





How did we do it, you might well ask’ 
To tell you the truth, we cheated. E 










Guess which 
airline will 
get you tot 
side of the 
planet first? 


roundabout way to London, Frankfurt, Zurich, 
Paris, Copenhagen and the «йерн 
Finnair takes a shortcut. IDEAS | 
We fly to Europe via -— is th 
shortest entry point into the continent from the 
Far East.(London and Frankfurt, in comparisor 
is 1,700 km and 1,100 km farther, respectively.) 
As a result, Finnair’s flight to Europe 
takes only 14 hours from Singapore, 10 fre \ 
Bangkok and 13 from Tokyo. 
` Аз for the rest of the airlines on the 



























opposite Dane i tey, too, will get you to рїш 
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The Sharp 


Creative Business Tools 
for Higher Productivity 
With impressively fast copying 
speeds and a variety of 


creative copying funetions, 
Sharp copiers are highly 
productive tools that can help 
vou to produce more effective 
and persuasive documents. 


SF-9500 
High Quality Copying. 

* 50 copies per minute copying speec 
• Standardsemi-automatic document 
feeder * “Automagnification „ 
zoom copying from 64— 141% 
ot original size 


SF-8600 
Automated 
Copying for Fewer 
Mistakes. 

* Automatic zoom ratio/ 
copy paper selection • 33 
copies per minute copying speed 
* Dual-page copying 


SF-8100 

Sophisticated Functions, 
Simple Operation. 

* 20 copies per minute copying 
speed * "Automagnification 
zoom copying * Dual-page 
copying 
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“The right copier—and the right employee— 
for every job. That's Sharp business.'' 





“The right size copier can help increase 
the size of my business.'' 


business tactics of selecting a copier. 


The Right Features for 
Any Business or 
Personal Need. 
No matter what size your 
business, Sharp has an 
economical copier with the 
right features for your 
particular needs, | 
like the energy 
efficient SF-7100 
and Z-50 copiers 
which prov ide an impressive 
array of practical and easy 


to-use fun 























etions for smaller | 
businesses, large departments 
and individual users, 
SF-7100 
Practical Functions in 
a Compact Copier 


* Automatic Exposure Control 
e Two-sided copying • Simplified | 
























SF-7100 book copying ы Power Save key 
* Simple operation 
7-50 
Automatic Compact . 
Copying. | 
* Automatic Exposure Control • Easy 
maintenance by users * Two-way 
paper feed system * Quick cartridge 
exchange system 
SF-8600 » 
Photo includes optional devices 
^ , ра 
We've got the edge. 
SHARP CORPORATION, JAPAN | 
€ MALAYSIA: SHARP ROXY SALES A SERVICI SRI LANKA BROWN а COMPANY LIMITED rong NERA ree j- 
COENA ои ыле cá на . A wy FP m t Please ish more answe About Shar; i 
лену h ! SF-9500! )SF-B8600! |SF-8100 ; 
тө се 9e BANGLADESH: UNVERSAL BUSINESS MACHINE LIMITED H x 
& ya! Motwee Соттон wea 1 JSF-7100[ 2-50 , 
юм és 1 Name ' 
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IF YOU HAVE HIGH EXPECTATIONS, 


"a л 


Plus professional experience and 
market access. With Bayerische 
Landesbank as your banking partner 
you'll get these and a great deal 
more, including typical Bavarian drive 
and friendliness. 

As one of Germany's largest uni- 
versal banks, we have the capacity 
to undertake projects of any com- 
plexity, offering capabilities such as: 
e Eurocredits for trade and project 
financing 
e Euromoney market operations in all 
major currencies 


e International loan syndications 


e Management of bond issues and 
private placements 
e Placement and trading in inter- 


national and domestic securities, includ- 


ing own bonds and SD Certificates. 
Our international network, including 
branches in London, Singapore, and 


ONSIDER BAYERISCHE LANDESBANK. 





New York (with IBF and Grand Cayman 
Branch), as well as a wholly-owned 
subsidiary in Luxembourg helps give 
us the scope and flexibility to tackle 
big international projects. 


For your planning look to Bayerische 
Landesbank. 


Bayerische Landesbank 


International Banking with Bavarian Drive and Friendliness 


Head Office: Brienner Strasse 20, 8000 München 2, Tel.: (89) 21 71-01, Telex: 5 286 270, Cables: Bayernbank Munich. Branches London, Tel : 726-6022; New York, Tel.: 310-9800; Singapore, Tel. 
22269 25. Subsidiary: Bayerische Landesbank International S.A., Luxembourg; Tel.: 47 59 11-1. Representative Offices Toronto, Tel.: 862-8840; Vienna, Tel.: 66 31 41; Johannesburg, Tel.: 8 38 16 13 


Thestart of something big. 


The moment you step inside the 
Riverside Plaza you'll notice how 
spacious it is. 

Because at the Riverside Plaza we 
believe our guests should be given 
room to breathe. 

That's why we located it away 
from the crush of Hong Kong by 
the Kowloon foothills, and just 15 
minutes from Kai Tak International 


Airport, 20 minutes from downtown. 


And if our lobby looks big and 


spacious, wait until you see our rooms. 


Every one is not only generously 
large, but also generously appointed. 
Everything you would expect 


from a tor hotel including a splendid 
view. 

And this spacious theme con- 
tinues throughout the hotel. 

From the impressive Regal Sea- 
food Resteurant, to the informal and 
relaxing Botania Cafe Restaurant — 
and the tempting pool it overlooks. 

You'll also find a fully equipped 
Health Club, tennis and squash 
courts, and jogging tracks nearby. 
And the most sophisticated disco in 
Hong Kong. 

The R verside Plaza. 

By thinking big we don't make 

you feel small. 





HONG KONG 





A REGAL INTERNATIONAL HOTEL 


Gives You Room To Breathe 


For reservations, contact your travel agent, Utell International or the hotel direct 


y: ai Chung Кш Road, Shatin, N.T, Hong Kong 





Tel: 06497878 Cable: RIPLAZ Telex: X013 HORPAHX Fax: 0-6497 








Subscribe now 


and ensure your copy each week. 


FarEasternEconomic 


JETSPEEDED RATES 


| 3months | 6months | 
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... plus the Asia Yearboo 


Make the Asia Yearbook part of your Revi 
subscription, Simply tick the relevant space 
the coupon below and automatically receive 
Yearbook. It gives you Asia minus the myste 
Minus the myth. A country-by-country survey 
Asia. Everything from Finances & Currencies 
Politics and Social Affairs. The only sin 
medium of its kind. 


Rate: Soft cover US$24.95 or HK$195 

the equivalent in local currency). Add 

Yearbook cost to your subscription rate sho 
above, and send the total, with the comple 
coupon. 


Please enter my subscription for 
O 3months О 6 months O 1 yea 


Г} Please include the Yearbook at extra 
US$24.95/HK$195. For airmail delivery, 
please add: US$7/HK$55 


Payment of — . ____ is enc 
(Please print in block letters) 


Name 


Address 


Country 


Г] Jetspeeded 
Cheque payable to Far Eastern Economic Review enc 


To: Circulation Manager 
Far Eastern Economic Review, 


GPO Box 160, Hongkong 
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Airbus. Your best return on investment. 


The revolutionary Airbus concept, 
already chosen by over 50 of the 
world's leading airlines. 

The Airbus family, offering reduced 
airline operating costs worldwide. 
The Airbus family, consistently setting 
new standards in passenger comfort 
and marketing opportunities. 
And now the all new Airbus A320. 
Years ahead of the competition and 
first with the right answers for 
the 150 seat market. 

Airbus. The most advanced family 
of jetliners in the world. 


© Airbus Industrie 
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networks, everybody wants to get into the act 
With systems that are supposed to be the latest 
thing in communications technology. But making 
high- -flow claims about a cellular network is one thing. 
Backing up those claims is something y else again. 

Nokia's mobile telephone concept is са: пед Mobira. 
We supply everything from mobile telephones to com- 
plete cellular networks, including › base stations and 
exchanges. 

Wec can back up our claims with the best re Terence 
installation of all. Mobira helped develop the fully 
automatic Nordic Mobile Telephone System, now in 
use throughout Scandinavia. NMT is the most 













world, and Mobira is the Scandinavian market leade 
since 1983. 

Mobira can be delivered to meet any standard fe 
cellular networks. These light-weight mobile tele- 
phones are ahead of the competition everywhere. 
From Malaysia to the US, Austria and the UK. 

And Mobira equipment is already being delivere 
for the new 900 MHz band. 

Like all Nokia communications equipment, 
Mobira systems are truly compatible. No matter wh: 
type of telecommunications network you have today 
it’s compatible with Mobira! 

Mobira is based on the Nokia concept of controlle 
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vmu urart minr tuae дусла yvu uvvu vouays anu 
рапа it as conditions c hange. The system grows to 
your needs — not vice versa. 
WHO IS NOKIA? 

e're a Fortune 500 company and one of the leading 
dustrial groups in Scandinavia. Nokia employs 
),000 people worldwide and has an annual turn- 
rer of USD 2.2 billion. 

Our state-of-the-art expertise ranges from infor- 
ation systems and dedicated networks to public 
id mobile te lephone systems. 

We pioneered digital transmission in the late 
'60’s, and in 1982 we installed the first fully digital 
cal exe hange i in E ;urope. 


UU Яаг МАСЕ HAYU opr 1114 prusuicuss наг 
demand specific solutions. Like the systems we've 
designed over the past two decades in more than 35 
countries, including Hong Kong. Singapore, Indonesia, 
Australia and the People's Republic of China. 

So if telecommunications is one of your top 
priorities, give us a call. We've got the answer. 


NOKIA 








Placido Domingo, possibly the 
greatest living tenor, has one over- 
riding ambition - to help more 
people, all over the world, under- 
stand and appreciate the music 
he loves. 

'To this end, Placido Domingo 
has learned 80 different operatic 
roles — an amazingly diverse and 
daunting repertoire, but also one 
which attracts the widest possible 
audience. He has also sung the 
lead role in ‘My Fair Lady’ and 
performed Zarzuela folk-songs, 
simply to interest more people in 
the power of music. In recent years 
his films, including ‘La Traviata; 
have given pleasure to many 
who discovered opera first in the 
cinema. Very recently, Placido 
Domingo has completed the most 





Photograph by kind permission of the Roval Opera House, Covent Garder 
H F ү 


“Unlike me, my Rolex never needs a rest. 


of Placido Domingos activities 


ambitious opera film ever made, 
where his Otello is directed by 
Franco Zeffirelli. 

And now, Placido has added 
yet another career to his operas, 
films, videos and records both as a 
singe“ and a conductor. “My goal,” 
he says, “is to be a real Music 
Director...to bring together the 
best conductors and best stage 
direc-ors and the best possible 
casts. 

So he has become Music Ad- 
visor to the Music Center Opera 
Association in Los Angeles, with 
the a m of building a new, world- 
class opera company. The range 






recalls the spirit of the Renais- 
sance, where the most gifted crafts 
men excelled in as many related 
skills as possible. 

During 1986, Placido Domingo 
has used his remarkable voice as 
often as he dared to raise funds 
for Mexico following the earth- 
quake in which so many people, 
including members of his own 
family, lost their lives. 

To keep up with the ever- 
increasing demands on his tim 
Placido Domingo, the Ambassado 
of Opera, relies on his Rolex."This 
watch is perfect for me, he says, 
"because, unlike me, it never needs 
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ROLEX 


of Geneva 


a rest. You could say its 
one of my favourite 
instruments. 


| lj 


THE ROLEX GMT-MASTER CHRONOMETER IN I8CT GOLD. ALSO AVAILABLE IN STEEL AWDIISCT, YELLOW GOLD OR IN STAINLESS ay 
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Great Leader Lives 
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Bangalore Bargaining — 
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The Osano Legacy 
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Talk is cheap 

The real proof of a bank's strength lies in its 
performance — in the actual deals it puts togetF er. 

At Chase, we've been putting together impressive 
deals for years — from being the first U.S. bank :о raise 
a domestic Swiss Franc bond issue, to the recently 
financed power project in the People's Republic of 
China. Fact is, our performance places us among the 











best in the world of investment banking. 

What gives us our edge? It's a combination of 
characteristics no other bank has. 

For starters, there's our sheer size and strength. І 
investment bank (or any other type bank for that matt 
has both the customer and capital base that Chase do 

Add to that our fully integrated global network. 
This is especially important with today's increasingly 








yuder 


nplex deals involving multi-national participants. 

And then. of course. there are the Chase people. 
эре with expertise in all fields, from mergers and 
juisitions, to swaps, trade finance, and electronic 
aking. People capable of working in partnership. with 
ir clients and with one another. A network of bankers 
e to work quickly to meet customer needs. 








size. international network, specialized industry 
knowledge and the broadest range of investment 
banking products is what sets Chase apart from other 
financial institutions around the world. 

But, without execution. all of that would just be 
talk. If you want real proof of what we can do, just take 
a look at the deals we've put together. 
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e VE GONE THROUGH 
SOME SPARKLING 
CHANGES 


The sparkling changes at the Hongkong 
Hilton are crystal clear. From the lighting 
fixtures in the Main Lobby to the table 
settings in the Grill, the Hilton has taken on 
a quiet elegance. 

Over the past year, a great deal of time and 
effort has been spent to create its new look. 
The renovation, the most extensive in the 
hotel's 22 year history, has included all 800 
Guest Rooms, the Function Rooms, all 
Restaurants and the Main Lobby. 

In addition, there are three new Executive 
Floors and a splendid Executive Lounge. 
These are just some of the sparkling 
changes which have taken place at the 
Hilton and are here waiting for you to see. 
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For reservation, call your 
travel agent, any Hilton 
International botel or 
Hilton Reservation Service 


HONGKONG HILTON 





Two ways of flying to Scandinavia. 





Da 


Or sleep all night on SAS. 


We agree with you that sleeping through landings prises until the following morning. 
and take-offs is near enough to impossible. So The principle behind today's SAS is simple. 
rather than interrupt your journey and yournight's We're making it easier for people who travel on 
sleep with a stop somewhere in India or the Middle ^ business. 
East, why not fly nonstop from Bangkok? Just a ни 
short hop away from anywhere else in Asia. Yj ГА У AS 
Then it's SAS non-stop. All the way to Copen- : 
hagen or Stockholm. Sweet dreams and no sur- The Businessmans Airline 


SAS. BANGKOK 253 8333. HONG KONG 5-265978. TAIPEI 7120138. MANILA 887218. SINGAPORE 225 1333. JAKARTA 5841 10. KUALA LUMPUR 2426044 























Economic parallel 
The article, No foolproof solutions [11 | 
Sept.] was interesting in that it showed 
„ What.can happen in a developing coun- 
tn large investment needs when 
tral government allows "market 
ї forces" to operate. While the scale is 
© vastly different, one can read the New 
Zealand experience in the evidence in 
the article," particularly concerning 
infrastrücture needs and industrial and 
related technological development. 
For instance, under the Lange gov- 
» ernment's policies Auckland and Wel- 
lington have become two “monopoly 
cities" each with a staggering boom of 
‘commercial real estate, the only areas of 
real growth in New Zealand. However, 
there is an imbalance to the degree that 
Auckland is running out of water and | 
nsport congestion. | 
ellington's development is also imba- | 
anced by delayed improvements in the | 
sewage and drainage:systems, with long 
overdue schemes now only being plan- 
‘ned, and at great cost. 

Furthermore, at the national level, 
the.government is right now dismantling 
certain statutory instruments whereby | 
the central government in the past was 
fully informed about the intended flow 
of capital investment both nationally 
and regionally. It just does not want to 
know the market will fix it. Conversely, 
after the hiccups of 1984-85 it is no sur- 
prise that the Chinese State Council is 
ordering the central planners to drasti-_ 

„gally improve their information systems, | 
particularly i їп. the field of tapital invest- 
ment. | 

= The ard lesson is that those | 
economists trained solely in macro-eco- | 
| 

















nomic management seem to know, or 
‘even care, little about the needs of a | 
basic infrastructure upon which all capi- 
к: investment. from whatever source 
ust in part spring. Alsoforgotten is the 
need of new technologies related to the 
phasing out of old ones. The paper by 
ang Mu and Huang Yiyi can apply to 
any developing country whatever the | 
scale, and for its broad balanced scan of 
international examples ‘is to» be com- 
mended. One danger for all developing 
countries is in not finding solutions best 
suited to their own unique national 
needs. Countries like. China and New 
Zealand can fall into the "imitative 
trap." Do they call it The Four Free- 
doms? We call ours Rogernomics after 
ой Minister of Finance Roger Douglas. 
Wellington Tom McRae 










Fewer is better 
„For an example of common sense being 
-turned on its head I do not think опе 
need look further than THE STH COL- 
UMN on the benefits of an open immi- 
gration policy [30 Oct. =, 








‚ London 


Statistics can be used to imply any- 
thing but if we are to believe that the 
US' newer industries are sustained by 
immigrants from the South one wonders 
why these industries are virtually non- 
existent in the South. The real question 
is, at what management worker levels 


are these immigrants employed? Of 


course the South produces тоге 
graduates — as it does of all other sorts 
of human beings. Space does not allow 
me the other inconsistencies. 

‘The North has too much of every- 
thing including food, people and un- 
employment. The average northerner 
implicitly recognises this and without 
any official hectoring seems to have de- 
cided to reduce his family. because he 
sees a better future and environment 
with fewer people. To think there will 
be economic stagnation because there 
are less people is to ignore the Swiss, 
Scandinavians, Austrians and the like, 
to say nothing of the Germans and Ja- 
panese. As for the "social and political 
turmoil" in the South, this will be no- 
thing compared to what large-scale im- 
migration will cause in the North. 


L. A. George 


A designer dollar? 
Your resort to US$ for American dol- 
lars seems redundant. The dollar sign 


(commonly made with twin verticals) is 


nothing more complex or inventive than 
the superimposed initials of United 
States, from which the U's bottom loop 
has been lost since it was devised. 

I should think the original $ would 
unambiguously mean American dollars 
to your readers, and that your magazine 
could easily and economically design 
such a character in your typeface. You 
might even set — or restore — a style for 
worldwide use. 
San Francisco ‘Americanus’ 
ө We doubt whether our readers їп 
Hongkong, Singapore, : Malaysia — or 
any other country whose currency is de- 
nominated in dollars would. unambigu- 
ously assume that $ meant US$. 


Industrial obstacles 


Swraj Paul in India’s corporate sector 
faces сн, ы change [ТНЕ 5ТН 
COLUMN, ср]. is completely mis- 
informed a doing business. in. India. 
The following. is the reality under 
which Indian corporations have to ope- 
rate: —.—. 

» Raw-material allocation is govern- 
ment-controlled. 

» Labour is | government-controlled 
(you cannot lay off employees without 
approval). 

» Selling prices are government-con- 
trolled. 


> Banks are owned by the government. 





| companies that they have eqiured 


faces immigrants, insulting them in pa 










































































» Output is controlled — you could be 
shut down if you produce too much! 
How do you expect anybe 
rate efficiently? Further, 
tions that half-competent manager 
could increase profitability of gove 
ment, companies. within six month 
even more hilarious. You don't nee 
competent management: any idiot ca 





| do'that! АШ ће has to do is doubl 


price of his roduct. There is n 
petition the 5. 
nationalised all the mpetition to 
crease efficiency) and а. big cap 
starved market. 
. ftis this very kind of thinking that 
has left the Indian corporate sector at 
the starting gate for the past 35 year 
The government should be busy govern- 
ing the country not meddling in eve 
business venture. They should sell the 


(even though they probably would get 
5% of the value) and leave the business 
to businessmen! 


Singapore 


Alien attire 


1 was taken aback when I picked up the 
30 October issue. Deng Xiaoping was 
depicted dressed i in court attire of 
the Manchu dynasty. - 
seem: fussy picking on this 
seemingly insignificant point. But, the - 
Manchus were foreigners in China and 
they imposed their rule by oppressive 
military means, Throughout their rule, 
there has never been a cessation of e 
forts by Chinese to drive them out. | 
Thus, I consider it outright outrage- 
ous for your illustrator, à Chinese (who 
should know better) to have conceived 
such a layout. 
Johor Baru 


Race distinction 
I read with much interest your frequent ` 
articles on the political situation prevail- 
ing in Malaysia. Asa non-Malay student 
and one concerned with all the injustice 
taking place I feel you have failed to. 
present the true feelings of thé non- 
Malays. 

Why should it be that Malay politi- 
cians can get away with calling the other 


Ramesh Dolwani 


Ho Fee Ying 





Патет and suggesting revoking their | 
citizenship rights when non-Malay 
politicians are rebuked for justly ex- 
pressing their concern of the extension | 
of the pro-Malay New Economic Policy. 
What would happen if a non-Malay ; 
were to suggest the amalgamation of 
Malaysia with China or India which is 
just as ridiculous and seditious as 
suggesting the amalgamation of Mala 
sia with Indanestay, Let there be a dis- 
tinction. : | 
NSW — 









‘Penang utra’ 











American Express. Australian High Commission. 
Fiat.Ford. General Electric Company. NASA. 
These are just a few of the many giants in аыр Honey S: With a customer. base ot over 10, 000. 
clients: With а full range of. system solutions, With over 
100 years of experience. - 


huge, diversified and almost 
H's, With over 94,000 - 


OREA Gold Star Co; Ma: (2) 5а3-а0в1/5 





Т Asian Development Bank, which lent more than 
US$1 billion last year, begins its third decade of oper- 
ations dogged by accusations that the bank has falsified 
| project data and made loans which breach the ADB's own 
lending criteria in an effort to boost its loan book. One high- 


ranking bank official has resigned because he is ‘. 


.. disen- 


chanted with the bank's current objectives and tired of 
| fighting corruption.’ Staff allege they face hard career 


‘Choices with the bank’s 


“bureau chief James Clad and contributor Freddie Balfour 
erviewed bank staff and management, and unearthed 


panese “busin ssm О 

erode international confidence in the 
. Philippine. Government's ability to 
solve its political and economic died 
.lems. — 


19 | 

Australia's “rade unions ; beat a tacti- 
-cal retreat on wages and conditions to 
avoid n 9 rigning attacks. 

-Page20 . 
Comments by Goh Chok Tong, Singa- 
-pore’s first deputy prime minister, on 
the political. role of Prime Minister 


Lee's son keep everyone guessing on | 


e succession issue, 


Pages 26-27 


Soviet forces in Afghanistan have re- | 
, vised their tactics by inducting elite | 


troops and better air power to gain the 


upper hand in the nearly seven-year- . 
d conflict against the anti-com- | 


| ‘munist mujahideen. 








ай iitustration by Silvio Chan. 


| Page 50 

| Foreign carmakers, especially Japan- 

bs ars in "utc. after a шту. of | 
rumours that he had been assassi- | 


ese industry leaders fleeing a strong 
yen, are expanding and upgrading 
their operations in Taiwan. Although 


| the near-saturated domestic market 
is expected to lay the foundations for | 


export trade, overcrowding will lead 
toashakeout among local producers. 


51 
Japan's National Tax Agency faces 
thetask of unravelling the estate of air- 
line and hotel magnate Kenji Osano. 


Page 52 
For the first time Brunei’s annual ой 
to cover budgeted expenditure. 


Page 54 
Islamabad threatens to intervene in 


Shell. 
р 


аде 68 
„Australian-based Bond Corp. Hold- 
ings tees up a gold-for-debt deal with | 
beleaguered Philippine company 
Atlas Consolidated Mining. 


69 
Canadian Government policy will not, 
in its present form, allow a full take- 
over of Husky Oil by Hongkong in- 
terests headed by Li Ka-shing. 


Page 75 
Investors react strongly to the Malay- 
sian Government's refusal to guaran- 


tee their money held in deposit-taking: 


cooperatives, throwing. much of the 


blame on the Malaysian Chinese As- | 
„sociation. 


Page 76 


| Bombay stockbrokers go 'оп strike’ 
again in a confrontation with tax au- 


Tontos: 


s ‘lend-or-perish’ system. Manila . 

















Hongkong: The same difference: 
Malaysia: Publishing ban lifted 
Constraints criticised 


| Foreign relations: The Herzog mistake — — -24 | 


Afghanistan: New Soviet gameplan 26 
The wound hardly hurts) — 286 | 
Mujahideen onthe move ls 27. 

Indochina: Offering to.the prince ....... | 

South Asia: Sophistry at summitry -.... 

India: The turbulent tribe — — — — — 4 m 

Pakistan: No, cabinet minister? 36 | 

Bangladesh: President and das ыт 37 


ARTS & SOCIETY 
Suicide: Ve gere eg ve and 


| Broadcasting: The credible Uri voice 


ofthe BBC" 


EES е" B 


| Industry: Into first gear in Taiwan — — — 50 


Company profile: Japan's Osano tangle —— 51 


| Economies: Curbed enthusiasm in 
revenue may not be enough by itself | . - 
| Policies: Stepping in the middle in i 


Brunei а 82 | 


Pakistan = 


| Budgets: Colombo, ona war footing 
| Cover story: Unhappy retums —— 
the proposed sale of Burmah Oil's | 
Pakistan holdings to Royal Dutch | 


Where there is a will, there is a way - 

Unpalatabie loan to Burmese 
cooperatives 

Tuming a blind eye . 

Midstream reversal 


| Companies: Phil pe goon’ - 


(Qiling the wheels in Canada 
Finance: Depositors strike back 


| Markets: Non-negotiable traders in 


Bombay 
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Closed newspaper's staff 
^split over new owners 
` Pactional | 


newspaper which the Indone- 





Lao congress affirms 
more open policy 


In line with what, Indochina 


analysts believe to be a policy | 
of opening up to the non-com- | 
com- | 
munist party leader. Kaysone | 


munist world, Laos’ 
Phomvihane has called for im- 
proved relations with Thai- 
land, China. and. the US. 
Kaysone made the remarks at 
the opening of. the second 
congress of the Lao People's 
Revolutionary Party since 
its assumption of power in 
1975. 

The congress re-elected 
Kaysone, who is also prime 


minister, as party secretary- | 


general. The party politburo 
was also expanded by the elec- 
tion-of four new members, all 
longtime Kaysone associates, 
to bring total membership to 
11. While calling for better re- 
lations with non-communist 
nations, Kaysone also stressed 
Laos' close relations with 
neighbouring Vietnam. 

— Rodney Tasker 


US-based oppositionists 
denied entry to Taiwan 

The first of an expected wave 
of US-based Taiwanese ор- 
positionists attempting to re- 
turn home to join in the ac- 
tivities of the newly established 
Democratic Progressive Party 


were denied entry by security | 


personnel at Taipei's Chiang 


Karshek International Airport | 


on 14 November. A tense day- 
long confrontation ‘resulted 


"when some 100 opposition ac- 


tivists, at the airport to wel- 
соте seven leaders of overseas 
anti-Kuomintang forces, push- 
ed in to a restricted customs 
area. 

The returnees, who were led 
by former political prisoner Lin 
Shui-chuan, went back to Los 


Angeles when, only. the three 


among them with valid entry 
rmits were offered entry. 
== Cari Goldstein 










infighting . has 
erupted at the Sinar Harapan 


sian Government closed down 
in October for: publishing 
“speculative” articles on revi- 
sion of import regulations. 
Sources said prospective. new 
owners would reflect the gov- 
ernment's “wish” to keep the 
newspaper... from: becoming 










































“controversial” and that їп 
order to wipe out Sinar's past 
| recalcitrant image, it will ap- 
pear.under the new title of 
| Suara. Harapan, which means 
| “voice of hope,” But while one 
| group wants new ownership 
even if linked to pro-govern- 
ment businessmen, another | 
faction, concerned - 
editorial independence, re- 
fuses to accept. the new own- 
ers. — Shim Jae Hoon 


Former minister 
| indicted for royal insult | 
| After months of investigation | 
| by the police and public. pro- | 











| secutor, Thailand's former | 
deputy interior minister Veera | 
| Musikapong was finally in- | 
| dicted for lèse majesté. Veera, | 
who resigned his ministerial 
post in September, is also sec- 
retary-general of the Democrat 
Party, the largest partner in the 
ruling coalition. 

— Paisal Sricharatchanya | 


The Singapore Law Society 
| Council on 14 November 
elected Giam Chin Toon to 
serve out the remaining few 
weeks of the year as president, 
following the disqualification 
from office of Francis Seow 
STRAITS TIMES. ETE 


| 
i 
| 
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| 
Seow: disqualified. 








| 





under an amendment to the 
on Profession Act passed on 
28 October. | 

Seow ceased to hold office 
under the amended law which 
| barred for five years anyone 
| who had ever been struck off 
| the rolls, suspended or con- 
| 
{ 





; victed of an offence involving 
| fraud or dishonesty. Seow had | 
twice been suspended from 
practice, the second time in 
1984 for allegedly making a 
false declaration, against which 
he is still appealing. Стат, who 
will serve until 31 December, 
said he would stand again for 
the post next year. 
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| Bond sells Honkong 
i 


with | portfolio he acquired from 
Hongkong Land in October, 








































<, = Michael Malik. | 














residential 

In the first hive-off from the 
HK$1.42 billion (US$182 mil- 
lion) ^ residential property 











Australian: entrepreneur Alan 


à 30-year-old development in 
Hongkong's Mid-Levels, to 
Lambda Technology ог 
HK$245 million in cash and 
Lambda shares. Bond will get 
just under 5% of equity in 
Hongkong-listed Lambda, 
which was taken over by Aus- 
tralia-based Bruce Judge and 
Sally Aw in October. 


— Paul Handley 


News Corp. directors 

added to SCMP board 

Three directors representing 
Rupert Murdoch's News Corp. 
were elected to the board of the 
South China Morning Post 
(SCMP) ata special meeting on 
19 November, following the 
purchase by the Australian- 
based News group of a 39.4% 


stake in the Hongkong news- 


paper publisher. The new 
board members are Richard 
Searby, chairman of News 
Corp.; Peter Chegwyn, News 
Ltd finance director, and 
Ken Cowley, managing direc- 
tor of News Ltd. Their ap- 


"pointment activates a 30-day 
"option held by News Corp. 


over an additional 15.196 of 
the equity in SCMP. 

| — Ron Richardson 
New Indonesia blocks 
for Total and Esso 


One of the worst years for In- 


donesia’s hydrocarbons sector 


is closing with a flurry of activi- 
ty. In the past three weeks, 
both Total and Esso. signed 
new exploration contracts for 
onshore blocks in Sumatra, 
bringing the year's new-con- 


ı tract total to three. At the same 
time, state oil monopoly Per- 


tamina confirmed its first spot- 
sale of liquefied natural gas 
(LNG) їп 10. years to а US 
buyer, giving Indonesia the 
chance to use up some of exist- 
ing LNG overcapacity. Also 
announced. was that after 33 
months of negotiations, state 
oil company Pertamina will ini- 


tial a 20-year contract with, 
Taiwan on 16 December for. 


the sale of 1.5 million tonnes а 
year of LNG. : 
oos == Мамйїпе England 











Bond has sold Clovelly Court, | 


holiday for farmers. 


га two-year sentence for abet- 
ment. 





‘trading companies from New 


‚ firms in Sao Paolo, Tokyo and 











ER's existing trading business, 





Fijiends strict 


austerity programme 

Fiji ended two years of auster- 
ity with the delivery of a 
US$405.9' million 1987 budget 
package on 4 November. As. 
part of the budget package Fi- 
nance = Minister Mosese 
Qionibarivi announced the lift- 
ing. of freezes on salaries, di- 
vidends and rents, a 25% in- 
crease „іп “the — income-tax 
threshold and a four-year tax 
e said 
the strict controls had left Fiji 
with its highest level of foreign 
reserves (equal to four months 
of imports), a 2% inflation 
rate, reduced government de- 


„ficit and prospects of real eco- 


nomic growth of 37% 
in 1987. Qionibarivi also sai 
Fiji'sreserve bank would cut ia 
minimum lending rate fro 
10% to 8%. | | 

— Robert Keith-Reid 


Tan Kok Liang, the former fi- 
nancial director of Pan-Electric 
Industries who was jailed for 15 
months in February on two 


-charges of criminal breach of 


trust, had his sentence reduced 
to six months on appeal on 17 
November and was set free. 
Judge Lai Kew Chai, granting 
the appeal, said that he took 
into consideration the fact that 
Tan was less culpable than | 
former Malaysian politician. 
Tan Кооп Swan, who is serving 


e-noted that Tan Kok 
Liang had fully. cooperated 
with the police апа had made 
restitution of the $$54,599, 
(08825 ,000) involved, and hai 
paid his debt to society. 







Elders Resóurces (ER), a sub- 
sidiary of Australian conglom- | 
erate, Elders IXL; has ex- 
panded its metals-trading base | 
with the acquisition of seven | 








York-based HTC Holdings for | 
an undisclosed sum. Elders | 
urchased. outright companies 
in London, Madrid, Peking 
and Bangkok, and took 50% of 








Hongkong. The seven have a 
combined turnover of about 
US$500. million, compared 
with about US$130 million for 












and are particularly active in 
aluminium, molybdenum and . 
‚== Hamish McDonald 


































offered next year at the 

1 ian Joint Services Staff 

«College and at separate army and air 
force colleges. No explanation was 
given and Australian defence officials 
are loath to read political significance 
into the move. How 

ро 














tical newspaper report in 

till in train, despite 
op-level contacts. 

r sign of this came with 











exclusive apartment complex in 
Seoul's Itaewon district recently had 
to rent overnight garage space to park 
their vehicles. Other embassies with 
Japanese cars report having the same 
problems in a country where import 
restrictions ensure that the giant 
-Daewoo'and Hyundai assembly lines 
turn out just about every vehicle on 
the road. European cars seem to have 
escaped the vandalism. 


DUNG DROPS 


An alarming 
example of 
resentment 
against the 
Vietnamese 
leadership was 
, given recently 
when a 
preparatory 
congress of the 
communist party 
— — ——-— units in the army 
failed to elect Defence Minister Van 
Tien Dung among 72 delegates 
chosen for the Sixth Party Congress. 
Following high-level intervention, the 
army congress included Dung among 
six alternative delegates tothe —— 
congress, scheduled for the end of the 
year. However, the reports of such a 
vote of no confidence from the army 
now circulating in Hanoi may have 
irreparably damaged Dung's chances 
of re-election to the politburo. _ 
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BANGLADESH 
"us The пем civilian povemmen barred ali 
e 


litical rallies from the city centre in Dhaka 

ind said the only permitted venue would be a 
esolate suburban park (14 Nov.). 

CHINA 





China and Switzerland signed an agree- | 


ment on the use of nuclear energy for peace- 
ful means during the second day of a visit by 
Swiss Foreign Minister Pierre Aubert (72 
a About 3,500 university students 
marched through Changsha city in Hunan 
province chanting slogans against the alleged 
maltreatment of a professor, a Hongkong 
magazine reported (/4 Nov.). 


INDIA 

The second South Asian Association for 

"Regional Cooperation summit began (/6 
Nov.). 


1 The government refused to renew the visa ` 
:0Ё Michael Byrnes, the last Australian jour- 
nalist working in Jakarta (/8 Nov.). 
; The ruling communist party held its sec- 


ond party congress since taking power in: 
A978 (13 Nov). 






MALAYSIA i 
; .<Tunku Abdul Rahman, the country’s first 
| prime minister, criticised government plans 

to tighten secrecy laws (17 Nov:). Hundreds 
of Malaysians protesting a visit to Singapore 
by Israeli President Chaim Herzog tried to 
stop a world peace run às it passed through 
the Causeway (18 Nov.). 


NORTH KOREA 

South Korean Defence Minister Lee Ki 
Baek said that judging from а series of indi- 
cations from the North, either President Kim 
Н Sung was dead or there was a serious inter- 
nal power struggle under way (/7 Nov.). 
The state newsagency and Radio Pyong- 
yang, as well as Xinhua, reported Kim meet- 
ing Mongolian leader Jambyn Batmonh at 
Pyongyang airport (/8 Nov.). 


PAKISTAN 
>= Five people were seriously injured in 
communal clashes which broke out in 
Karachi immediately after authorities lifted 
acurfew (12 Nov.). 


PAPUA NEW GUINEA 

Iambakey Okuk, minister of primary in- 
dustry, died at the age of 43 after a three- 
month illness (74 Nov.). Thousands of peo- 
ple mourning Okuk's death ra 


| 
| 
| 
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sacked a pro- 


| 
| 
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PARTING GESTURES | 
Abdul Haris Nasution, Indone 
first army chief of staff and a long 
time critic of President Suharto, v 
shortly be leaving for the US for 
treatment of a heart ailment. | 
Nasution, 68, was briefly hospitalised 
in Jakarta last month after a stroke, 
His trip and hospitalisation will be 
covered by an Indonesian armed _ 
forces foundation. In a gesture of. 
goodwill, Suharto sent his personal 
doctor to look after the former 
chairman of the People's Consultative 
Assembly, who has been a rallying |. 
point for the Petition of 50 opposition 
group. Dy 


FAVOURABLE FINANCING | 
The Thai Government is going 
out to the international financial 
markets for about US$300 million: 
in what is expected to be a 

straight syndication. Bangkok 
wants the deal to cover a wide 
geographical region involving US 
and Japanese banks, among others. 
The projected borrowings, the first 
under fiscal 1987 (which began in 
October), will refinance old and 
more-costly loans. The government 
had earlier set a refinancing target 
of about US$1 billion, of which 
US$700 million was completed under 
fiscal.1986. The terms of the new 
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deal are expected to be highly 
favourable. D 


vincial town as tribal violence flared ácross - 
the country for the second day (/8&Nov.). 


PHILIPPINES bc T de 
One of the country's most powerful lefts. 
wing politicians, trade union leader Rolando | 
Olalia, was brutally murdered (13 No 
Rebels suspended peace talks with the g 
ernment after Olalia's assassination, and up 
to 5,000 people rallied outside military Head- . 
quarters in Manila to demand that. Defence 
Minister Juan Ponce Enrile resign (14 Nov.). 
Nobuyuki Wakaoji; the head of Japan's Mit- : 
sui Со. in Manila, was kidnapped by fiv 
armed men in Laguna, 50 km south of Man 
ila (15 Nov.). | 


SINGAPORE RS 
Israeli President Chaim Herzog arrived 
on an official visit (78 Nov.). 


SOUTH KOREA 
Police arrested 16 people, mostly former ` 
student activists, on charges of trying to set. | 
up an underground anti-state ring aimed.at 
“socialist revolution" (72 Nov.) > i 


TAIWAN 

Sixteen people were killed and 34 injured 
in two strong earthquakes in. Chungho, a: 
Taipei suburb (75 Nov: Jacat : : 



































By John McBeth in Seoul 


J broom-cupboard society was on the 
verge of pronouncing him dead, the 
rumoured victim of an assassin's bullet, 
North Korean President Kim Il Sung 
came bounding back to life. Kim's reap- 
pearance at an airport welcoming cere- 
mony for Mongolian President Jambyn 
Batmonh on 18 November left confused 
diplomats wondering if Pyongyang had 
been engaged in a bizarre charade or 
whether а serious challenge had indeed 
been made to the communist party 
chief's 40-year rule. 

' At. no point did North Korea's offi- 













































flurry. of assassination rumours that 
swept Tokyo, Seoul and Peking for 
.more- than three -hectic.days. And still 
unexplained was the reason why Pyong- 
yang's public-address system along the 
 demilitarised zone (DMZ) was used to 
broadcast news of his supposed death 
and a subsequent tangle of contradic- 
tory statements that continued until 
two-and-a-half hours after Batmonh’s 
arrival in Pyongyang. 

Pyongyang’s official Korean Central 
News Agency reported Kim’s presence 
at the airport and released a black-and- 
white picture of Kim shaking hands with 
Batmonh to prove it. Chinese state TV 
showed footage of the airport cere- 
mony, and at least one Pyongyang- 
based diplomat informed his country's 
Hongkong mission that he had person- 

ally shaken hands. with the 74-year-old 
~ Kim. 

Diplomats placed little significance 
лп the fact that Kim's son and heir-appa- 





his father, but one notable missing from 
the official welcoming party was De- 
fence Minister О Hin. U — the third- 
ranking politburo member who some 
observers speculated might be behind a 
possible military coup. 
© Considerable interest centred on 
the” credibility of South Korean-sup- 
plied transcripts of what appeared to be 
26 separate DMZ. broadcasts (moni- 
stored from loudspeakers located in the 
areas garrisoned by eight of the 13 
; North: Korean: army divisions spread 
along the DMZ). Although Defence 

















released by 19 November — more thàn 
24 hours after Kim's appearance at the 
airport. 

However, well-placed- Western 
sources said еу we і 





ust as the world outside his closed, 


cial media ever address itself to the | 


rent, Kim Jong 11, did not appear with | 


Ministry officials insisted аг a briefing 
for foreign diplomats they had tapes in 
j their possession, they had still not been 








protective custody. 






.der was also reporting his assassination. 


Е kini Sung я alive апа well in Pyongyang | 
The ‘Great Leader’ mystery 


transcripts. were accurate. Опе said: 


"The broadcasts were too varied and 
coming from too many different loca- 
tions, not just one division or anything 
like that . . [That], and a few other 
things, do suggest something is abnor- 
mal up there, but to: give it some defini- 
tion is beyond our capability at this 
point.” 

Senior diplomats told the REVIEW 
the speakers were located mainly in the 
DMZ"s central sector, an area guarded 
exclusively by South. Korean troops. 
The US 2nd Division, the only Ameri- 
can infantry force on the peninsula that 
holds frontline positions to the west, ap- 
parently did not hear the broadcasts. 
Neither did UN personnel in the Pan- 


[urea 
HS DEATH WAS А 
ENE RATED! 


munjom joint security area where a 
spokesman described the scene as 
“business as usual.” 

The first reports of Kim’s supposed 
death emanating from Tokyo initially 
received only passing attention, simply 
because it is not the first time that he has 
been reported dead or dying. One re- 
port from Tokyo said that an unnamed 
Japanese intellegence officer had been 
told by a Chinese diplomat that there 
had been an assassination plot against 


Kim and that the plotters had escaped to. 


China where they were being held in 


“However, the story did not gain real 
momentum until the South Korean De- 


» fence Ministry issued a statement on 17 


November claiming that North Korea's 
propaganda machinery along the bor- 


„mong a welter of confusing reports 








































which emerged over the next few hours 
was word that the giant North Korean 
flag flying from a 160-m-high tower | 
southwest of Panmunjom had at first | 
been removed and then hoisted at half- / 
mast. But a US military spokesman said | 
later that nothing unusual was noticed 
on 16 November and that, when the flag 
was raised the following morning, it 
flew at full mast. 

There was also confusion over what 
had or had not been said on Radio 
Pyongyang. Early on 16 November, a 
US monitoring station thought it P 
ир a broadcast indirectly alluding t 
Kim's death, followed by a selection of. | 
funeral music. But US officials later said: 
it was Piguamy a mistake on the part of 
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the monitors and that no tape recording 
| of the broadcast had been made. 
J udging by the frequency of sonic 
booms over Seoul, US Air Force 
SR71 Blackbird reconnaissance aircraft 
were busier than usual sniffing at North 
Korean communications for a clue to 
the mystery. But sources here con- 
firmed the few diplomatic reports filter- 
ing out of Pyongyang that there were no 
"tanks in the streets or unusual troop 
movements." The South Korean army, 
‘for its part, was said to be in a "state of 
readiness, as always." 

Apart from a heightened police alert 
and thousands. of inquiring calls to 
newspapers, newsagencies and embas- 
sies, South Koreans showed little out- 
ward emotion. Still, the stock exchange 
revealed į 
to developmen 

























by 4.15 points on 








South Korean Defence Minister Lee 
Ki Baek told the national assembly that 
“unusual. signs are appearing in the 
North one after another," indicating 
was either dead or locked in a 
power struggle. Pointing to a 
Korean military which he said 
was believed to be in a state of extreme 
| confusion, he hinted at a possible con- 
flict between pro-Soviet and pro- 
¿Chinese factions in Pyongyang, or a rift 
within the army itself. 
While independent observers cast 
around for an explanation of these 
extraordinary events — and while 
North Korea's official media remained 
silent on the subject, maintaining nor- 
mal programming — reports of the 
DMZ broadcasts held everyone's atten- 
tion and kept the drama on the boil. 
‘Journalists and dilomats alike agreed 
that Seoul had too much to lose in terms 
and very little to gain from 
ite disinformation campaign, 
О there was a general acceptence that 
the broadcast reports were genuine. = 

. The South Korean Defence Ministry 

claimed banks of powerful speakers at 
scattered | points along the 248-km-long 
truce line t egan broadcasting news. of 
pposed death shortly after 
nightfall on 16 November. South Ko- 
rean troops were initially alerted when 
the North Koreans are said to have 
played two selections of sombre music, 




















followed in the. early afternoon by а. 


summary of Kim's 40-year rule. Then, 
‘six hours later, according to the trans- 
cripts, сате a sudden announcement: 
“The great leader Kim Il Sung has been 
shot to death i in à train carriage." 
y hours of 17 November, 
реа ; at a separate location are re- 
“ported to have repeated the news and 
added: “Mt Paektu is in grief, the 
Tuman River is in grief... Oh the great 
name of the leader which we want to call 
bee Then at 2:40 a.m., in the first re- 
erence to a. purported succession, the 
North Koreans allegedly said the 
“whole nation is thankful for the fact 
that we can have Kim Jong Il as our 
leader:”,..Many references to the 
younger Kim are said to have followed, 
including one which referred to him as 
president. 

However, judging by the transcripts 
the broadcasts were to become increas- 
ingly bizarre, leading observers to be- 
lieve there was now a deliberate effort 
under way to mislead and misinform. At 
dawn on 18 November, a border 
speaker is said to have annnounced: *O 
Jin U has now grasped political power; 
the whole nation of North Korea posi- 
tively supports him." Two hours later 
another broadcast is reported to have 
referred to the deaths of 29 people in a 









the North Korean army. 
There was more. Barely 45 minutes 


had passed when South Korean listen- | 


mutiny involving an unnamed unit of. 











“Western. diplomats had so little to go 


'some senior party bureaucrats and ele- 


“ers. were warned: “Don’t be fooled wy | | 


rumours of the death of leader Kim П 
Sung." Then a few minutes after 10 
a.m., as the Mongolian president’s air- 
craft headed for ats final approach. to 
Pyongyang, came the message: “A big 
star of the nation has fallen. Let us 
glorify the great achievements made by 
him.” There was no indication to whom 
may have been referring. 

Both South Korean officials and 


on that they were reluctant to specu- 
late. But while they discounted the con- 
tent of some:of the later DMZ broad- 
casts, most analysts were inclined to be- 
lieve that short of an irrational fantasy- 
land hoax with no identifiable rewards, 
something indeed had been going on in 
the North. 


P vongyang watchers said that the 
whole episode conveyed a damaging 
image to the outside world, which re- 
mained mindful of the North's 1983 
massacre of South Korean officials visit- 
ing Rangoon and the unpredictable 
character of the North’s leaders. ‘They 
pointed out that even a reference to the 
possible assassination of Kim. could be 
regarded as heresy in a country which 
Kim has made into a monument to him- 
self. Bearing this in mind, they have 
been pondering the possibility that the 
whole episode might have been de- 
signéd to cover up something even more 
embarrassing. 

But what? Speculation has centered 
for the most parton two long-rumoured 
areas of friction — opposition from 


ments in the armed forces to the succes- 





sion ambitions Kim has for his 45-year- 
old son, and problems within the 
world's fourth-largest communist army 
between old-guard, pro-Chinese gener- 
als and younger officers who are be- 
lieved to favour the current stronger 
alignment with the Soviet Union, North 
Korea’s main military supplier. 

North Korean Defence Minister -O 
was reported to have been involved in 
one upheaval in August, the last time he 
has been seen in public, but various 
stories that he had been shot or seri- 
ously injured іп а car crash have been 
countered by equally unsubstantiated 
claims that he is suffering from cancer. 
However, the 75-year-old vice-marshal 
has retained his ranking in the Korean 
Workers Party, according to the latest | 
pecking order issued after the 2 
November elections for the 655-man 
Supreme People’s Assembly. And if he 
is ill, it would be as valid a reason as any 
for his failure to accompany Kim senior 
on his recent visit to Moscow. 

Still to be resolved is the well-being 
of the younger Kim. He may not have 
been expected to appear at Batmonh's 
arrival ceremony, but there was interest 
all the same in his reappearance in pub- 
lic — whenever and under what cir- 
cumstances that may occu ü 








































































PHILIPPINES 


A jolt of no 
confidence 


Murders and a kidnapping дар 
Aquino's credibility 


By James Clad in Manila 


О a reputation for mayhem. 
Philippine politics still honour some- 
basic ground-rules. Tensions do not. 
normally lead to the murder of politi- 
cians on the national (as opposed to pro- 
vincial) stage; and tensions do not nor- | 
mally spill over to harm foreigners. In 
mid-November both rules took a beat- 
ing. as did confidence in President 
Corazon. Aquino's government, which |. 
now has staked much ofits credibility on 
tracking down the people. brea ing 
these tacit rules. E 
On 12 November armed bductors. | 
seized Kilusang Mayo Uno (KMU) pre- 
sident Rolando Olalia and his driver on 
their way, back from. а meeting on the 
outskirts of Manila. As president of this 
Left-leaning .trades-union . federation 
(like his father before him), Olalia also 
had become leader in August of a new, - 
nationwide leftwing party, the Partido | 
ng Bayan (PNGB). 
Family friends found the. tortured 
bodies of both men the next afternoon 
in the city's Antipolo area. Olalia's eyes 
had been shot out while his driver's head . 
was severed from the top to bottom. 
The bad news did not stop there. - 
Three days later, kidnappers abducted 
the Manila general manager of Mitsui 
and Co., Nobuyuki Wakaoiji, from a 
local golf club. By 18 November, both 
Mitsui and the Japanese Embassy said 
they had not received any ransom de- 
mand. | 
Brig.-Gen. Ramon Montano, chief 
of Manila Area Command, was quoted 
as saying the kidnappers had contacted- 
the: military three. times. demanding 
money;. and that negoti ons for his re- 















































lease were under way. He refused to dis- 
close details of the contacts and obser- 
vers said doubts remained as to whether 
they were the genuine abductors. 

At a press conference on 17 
November, one Japanese diplomat call- 
ed the kidnapping's timing so soon after 
Aquino's return fom Tokyo a potential 
"diplomatic fiasco." The president 
made a four-day visit to Japan from 10- 
14 November (REVIEW, 20 Nov. ). 

Local reports said Wakaoiji's kid- 
napping was the first politically inspired 
abduction of any Japanese businessman 
in the Philippines. Coming so soon after 
Olalia's murder, fears inevitably grew 
about the businessman's safety. The un- 
publicised abduction and later release in 
early November of a Thai national 
working for the Asian Development 
Bank, also caused unease. 

Aquino's trip to Japan yielded pre- 
dictable results with Japanese officials 
doubtful that further injections of aid 
would accomplish much in a govern- 
ment having trouble digesting existing 
funds. If fears for Wakaoiji's safety 
prove well-founded, even current aid 
commitments and certainly now-pend- 
ing Japanese private investment plans, 
could be revised. 

In what was speculated to be retalia- 
tion for Olalia's murder, David Puzon, 
a politician close to Defence Minister 
Juan Ponce Enrile, and two other men, 
were fatally shot on 19 November when 
their car was ambushed by gunmen near 
Manila. 


he killings of Olalia and his driver 

came as an especially bad blow to 
Aquino, with those organising the mur- 
ders knowing the unionist's savage re- 
moval from the national stage would 
send several brutal signals. First, it 
amounted almost to a personal insult for 
the president, whose family, like that of 
Olalia, suffered under the regime of 
former president Ferdinand Marcos. 

Aquino's husband Benigno, а 
former political detainee, was mur- 
dered in August 1983. Olalia's father 
Felixberto, also a detainee, died three 
years ago of an illness contracted while 
in prison. Aquino made a pointed visit 
on 14 November to the University of the 
Philippines’ chapel where thousands of 
mourners filed past Olalia's coffin. 

The second signal sent by the mur- 
ders may have graver implications. A 
major claim of Aquino's February *yel- 
low revolution" is that the Marxist-in- 
fluenced Left can now come out into the 
open and safely organise an electoral 
party. The killings implicitly deny that 
possibility. 

After Olalia's murder many key left- 
ist figures went to ground: even the 
comparatively open style effected by 
spokesmen for the communist-domi- 
nated National Democratic Front 
(NDF) suffered. They reacted to the 
city's tension by disappearing from pub- 
lic view. 


With every turn of the political wheel 
in Manila some sanguinary score-settl- 
ing has invariably followed. The months 
since the change of government in Feb- 
ruary this year have proved no excep- 
tion. 

Although the most notorious recent 
killing of a national figure remains Be- 
nigno Aquino's August 1983 murder, 
this year has seen other such murders 
besides Olalia's. The death of Evelio 
Javier, a popu provincial politician 
from the Visayan region, helped gal- 
vanise anti-Marcos sentiment in the cru- 
cial weeks before the February uprising. 
Rex Baquiran, a Philippine Constabul- 
ary (PC) colonel known for his contacts 
among the Right and Left, was brutally 
murdered in September. 

But while these and other murders 
arguably remain “provincial” in motive 
and effect, Olalia’s death does not. His 
death had several immediate effects. 
First, a proposed cabinet reshuffle took 
second place to devising a firm response 
to the Olalia murder. Some sources had 
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ing a ceasefire accord between the com- 
munist-dominated NDF and the gov- 
ernment, which appeared to be within 
reach in recent weeks (REVIEW, 13 
Nov.) On 14 November NDF 
negotiator Satur Ocampo called off a 
scheduled meeting and later said cease- 
fire talks would not resume “until jus- 
tice has been meted out" to Olalia's 
killers. For his part, government 
negotiator Agriculture Minister Ramon 
Mitra spoke of cutting off talks al- 
together unless the NDF came back to 
the table. 


he KMU set 17 November as a “na- 

tional day of indignation." Although 
claiming 600,000 members through af- 
filiated unions, KMU officials esti- 
mated only 10% of the Manila member- 
ship participated on this first of four 
days of rolling industrial action leading 
up to Olalia's funeral on 20 November. 

Observers said the results of strike 
action on 17 November had disa 
pointed KMU organisers. Despite KM 





Workers protest strike: avoiding provocation. 


been confidently predicting "courtesy 
resignations" from all cabinet members 
on Aquino's return from Tokyo, fol- 
lowed by careful reappointments. This 
talk has now dried up. 

After convening the cabinet on 14 
November, Aquino announced a seven- 
man panel to supervise the investigation 
into Olalia's death. Headed by Justice 
Minister Neptali Gonzales, the group in- 
cludes generals Montano (commander of 
the Manila region), Emilio Zulueta (head 
of the Criminal Intelligence Service) 
and Renato de Villa (head of the PC). 

The KMU believes the generals' pre- 
sence virtually predetermines the inves- 
tigation's outcome and many observers, 
not necessarily from the Left, com- 
mented on the Philippines' poor record 
in solving political murders. However, 
Aquino has insisted on results. A long- 
planned retrial of 26 people charged 
with complicity in the murder of her 
husband began in Manila on 18 
November. 

Another effect of the Olalia murder 
is to gravely retard hopes of finally sign- 





claims that it had pulled back from a full 
general strike in order “to avoid provok- 
ing a military response" (as one KMU ої 
ficial guarding Olalia's open coffin put it), 
a sense persisted that popular indignation 
would not support a full-fledged general 
strike. 

"No one can derail our progress," 
Aquino said on 18 November when 
thanking a visiting Swedish industrialist 
for investing P350 million (US$17.24 
million) in the Philippines “at a sensitive 
and critical time." Despite “тесеп! at- 
tempts to de-stabilise our society" no 
one should doubt *our ability to even- 
tually stabilise," she added. 

However, some sources suggest that 
the number of doubters has grown, not 
decreased, with the latest incidents. The 
US Embassy, and the State Department 
behind it, has now begun to become 
genuinely concerned at the deteriora- 
tion of events. Reliable sources said 
US Ambassador Stephen Bosworth 
has made frequent and unpublicised 
calls on Aquino for some straight talk- 
ing. 










Меп and women oí distinction always have something rare in common, 
like a Corum watch on their wrists. For instance, the famous Corum 
Ingot Watch. A pure gold ingot, numbered and authenticated by the 
Union Bank of Switzerland and set in a solid gold case. A fine piece 
of jewellery designed and handcrafted by Corum. In ladies' versions too. 
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MONTMARTRE CAN BE CHILLY AROUND DAYBREAK, 
BUT SOON THERE'LL BE THE WARMTH OF SINGAPORE AIRLINES 
BUSINESS CLASS... HOME. 





А great way to fly 


SINGAPORE AIRLINES: 
































































































































































































































































































A BANK THAT SPANS THE 

LENGTH AND BREADTH 

OF THE WORLD'S MOST 
DYNAMIC REGION. 


The Pacific basin. 
A shoreline over 50,000 miles in length. 
Encompassing both the massive economic strength of 
Japan and the USA, and many of the world's fastest- 
developing markets. 



































































































































Today it's the arena for over half the world's trade. 

And today as for many years, it's home ground for 
Standard Chartered Bank. 

Standard Chartered opened for business in Hong Kong 
in 1859— and over the following years, built a presence in 
the Far East which remains unrivalled today. 

Union Bank, the leading business bank in California and 
a part of the Standard Chartered group, offers the services 
of a long-established network in North America. 

And after many years of involvement in Australia, 
Standard Chartered introduced a full banking service on 
receiving government approval, 

The result is not only a geographical spread - some 
170 branches in the Pacific basin - which is the envy of many 
banks now scrambling for a foothold in the region. 

It is also a depth of experience ofthe greatest potential 
value to international business. 

From acceptance credit to zero-cost options, Standard 
Chartered has the services, the people and the information 
technology to help you do better business throughout the 
Pacific region. 

Yet all this is only one example of the way that Standard 
Chartered, with over 2,000 branches in 60 countries, is a 
bank which is single-mindedly committed to the use of its 
resources to meet its customers' needs better. 

To find out more, contact your nearest branch. 


STRENGTH IN DEPTH ACROSS THE WORLD. 


STANDARD CHARTERED BANK, HEAD OFFICE: 38 BISHOPSGATE, LONDON EC2N 4DE. 
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| Crean; Kelty; Hawke: putting the ‘accord! aside. 













AUSTRALIA 


Sac 







| By Hamish McDonald in Sydney 


Е a worse outcome for them- 
selves if mounting attacks from the 
"New Right" on their alleged greed and 
rigidity seem- vindicated; Australian 
trade unions һауе begun offering up 
their. own sacrifices: 10: economic “re- 
sponsibility” by accepting falls in real 
wages and an end to cushy working ar- 
rangements.. NE 

The: Australian: Council. of Trade 
Unions (ACTU) — whose 157 affiliated 
‘unions cover nearly all unionised work- 
ers or about 50% of the workforce — 
has agreed with the. Australian Labor 
Party (ALP) government of Prime 
Minister Bob Hawke to put aside the 
system of indexing wages to inflation 
that has operated under а government- 
union "accord" since Hawke came to 
powerin March 1983. 

Instead the ACTU. and federal gov- 
ernment both favour а new “two-tier” 
system... whereby. the. government's 
quasi-judicial Conciliation and Arbitra- 

¿uon Commission would give. modest flat 
wage increases in two instalments next 
year,: probably. totalling: about A$12 
(US$7.75) a week. This: would Бе far 





(about A$420:a week) to inflation (run- 
ning at 8.5% or so), but for low-income 
'earners would compensate: for rising 
prices of essentials. 

Unions in particular industries 
would be able to bargain for a 
supplementary increase based on capa- 
city to pay, but not so that their total in- 
crease would be more than the increase 
set in the government's budget assump- 
tions (6.25% for the year to June 1987). 

The ACTU also agreed, in a recent 
meeting with employer and government 
representatives, that unions should 
cooperate in eliminating "restrictive 

ork. practices.” This targets a wide 


range of "feather-bedding" rules ex- 








less than indexation of average earnings · 





| Sydney and 


rificial offerings 


rade unionists beat a tactical retreat 


tracted by unions in more profitable 


times that mostly require unnecessarily 
high manning levels. 

The first unions to volunteer them- 
selves for reform are those in the iron- 
ore mining industry of the Pilbara re- 
gion, which see a need for change in the 
face of price-cutting competition from 
India to. win purchases by Japanese 
steelmakers. 

The problems of Australia's current- 
account deficit and foreign debt had al- 
ready helped ACTU president Simon 
Crean and secretary Bill Kelty. to win 
union agreement to considerable water- 
ing-down:of wage indexation over the 
past year. To clinch further concessions 
came a bogey-man in the shape of 
Charles Copeman, head of the mining 
group Peko-Wallsend, who has aggres- 
sively insisted on the employer's right to 
sack workers who refuse to modify. un- 
economic work. patterns or close down 
ailing businesses. 


H August his company dismissed 
1,100 workers at the 51%-owned iron- 
ore subsidiary Robe River, almost the 
entire workforce, for refusing orders 


‚апа defied government attempts to con- 
- ciliate. Although later taking most of 


the workforce back and meekly accept- 
ing an order by a Western Australian 


state industrial authority to pay them | 


A$1.5 million in compensation, Cope- 
man made his point. 
The tactic sent à shudder through 


unions, апа obviously made the Japan- | 


ese: minority partners in Robe River un- 
easy despite their long-expressed con- 
cerns over Australian trade union 
power. Even. in. conservative circles, 
Copeman’s heroic aura diminished last 
month when Pcko-Wallsend decided to 
close a barely profitable battery plant in 

gave the 500. employees 





trial Relations Minister Ralph. W. 







only half an hour u 
missal. But such ‘callousnes 
strengthened the hand of ACTU - 
erates when unions met on 6 November 
to debate the new wagesystem: > | 
The two-tier approach meta wary re- 
sponse from economic analysts and em- 
: ployers, who said that the secon 
wage campaigns could quickly becom 
free-for-all'grab. They also said th 
"ACTU had. not yet agreed with I 









that ACTU claims for employer c 
tributions to portable pension sch 

be included within the 6.25% сешп 

|... But it was almost historic thato 
face of it the.trade unions were offering 
Cuts in real wages. And the government 












~~) managed to ignore corporatist propo- 


‚ leaders by a recent study. tour of Swe- 
| den, that sought a quid pro q th 
| shape of more industrial planning an 
| government direction of investmet 
| life insurance and pension funds, | 
. The union objective is to help the 
ALP stay in.power, and thereby retain 
the legislative web built upoverthe past 
| 80 years that protects trade union pow-: « 
| ers. Although the conservative coalition 
| under opposition leader John Howard 
| has not revealed its own industrial po- 
| licy in full, it wants to let workers and 
| employers: in small enterprises “make 
| their own agreements and opt out of 
| awards won. in the various federal and 
| state industrial commissions by unions 
| The ACTU also counts оп th 
Hawke government. enhancing union 
H 
| 
| 
| 
| 
| 


sals, re-enforced among many trade union 
at Gos 











authority by acting on recommend. 
tions of a recent inquiry by Prof. Keith 
Hancock into industrial relations. 
Among other things; Hancock re 
ommended that. punitive ^ sanctions 
against unions under existing law be | 
scrapped and replaced by powers vested 
in a new industrial court. In particul 
they want removal of the right to seek. 
damages for losses caused by industria 
boycotts and picketing. This is provided 
in a,1976 trade practices law, which em: 
| ployers have begun to use with effect. ^. 
To conservatives, the new industríal 
court has all the hallmarks of the "indus- | 
trial relations. club" —— 








Jenderson, : 
blackmail 





to trim their expectations. Hawke айа 
Willis are reported to have decided that 
| given the massive disapproval of trad 
union activity being shown in -opinion 
polls, they cannot afford to go: along 
with. this particular. recommendation: 
and will retain sanctions... | 













































































By Michael Malik in Singapore 


В: two. years after his entry into 
politics as a member of parliament 
т the ruling People’s Action Party 
PAP), the meteoric rise of retired 
brigadier-general Lee Hsien Loong — 
der son of Prime Minister Lee Kuan 
Уем — has been so startling that people 
are beginning to ask whether. his. as- 
sumption of. his father's mantle might 
not come sooner than anyone expected. 
There seems. to be little doubt now 
among most political analysts, as well-as 
among ordinary Singaporeans, that it is 
no longer a question of whether Hsien 
ng isa potential prime minister, but 
rather whether he is the potential prime 
inister. 
«After the December 1984 general 
election, in which the opposition par- 
ties won two seats in parliament and, 
more importantly, increased their share 
of the total vote to 3796 from 24%, in 
1 980, Goh Chock Tong was named first 
minister. Until then, Goh 
| of second-gen- 
liticians ear- 
is new ap- 
: made him. the first among 
equals of this group. 
w Goh, who had to take a large meas- 
ure of responsibility for the handling of 
he 1984 campaign has grown in stature 
and assur rvening two 
years. But there has been no formal dec- 
laration from the prime minister that if 
. and when he steps down on reaching the 
age of 65 in 1988 or soon after — as he 
has said is his intention — Goh will suc- 












































at the senior Lee intends to do. А 


ррїпр down may not be quite | 





“В.С. Lee, Goh! 


The succession issue takes some interesting new twists 


would, if passed into law, prepare the | 
way for him to step up into the roposed | 
new post of кош president. The | 
stated.aim of the proposal is to enable 
Lee їо keep a-restraining hand on the 


country if ал incompetent or rash gov- | 


ernment shculd, for example, endanger 
its carefully nurtured financial reserves. 
Lee has also made it.clear that he in- | 
tends to mzke as many important. ap- | 
pointments, such as the next.chief jus- 
tice, before leaving office. Itis this im- | 
plied concern about the wisdom of his 
hand-pickec group of successors that 
leads many observers to presume that a 
uestion mark must still remain over 

xoh's assumption of office. 
If there are questions about Goh's 


succession, there are none about his | 


emergence “rom among those second- 
generation lzaders chosen by Lee at the 
start of the decade to fight it out for the 
prime ministership. Of the others Ong 
Teng Chong, though serving as second 
deputy prime minister and secretary- 
genera of the National Trades Union 
ouncil (NTUC), is involved only in 
union matters. 
Tony Тал, a previous trade and in- 
dustry minister, is now education minis- 
ter —a post perhaps more in tune with 


his former career as a physics lecturer | 


and vice-chancellor of the National Uni- 


versity of Singapore. S. Dhanabalan, of | 


Indian origia, who succeeded S. Raja- 


ratnam as foreign minister, is unlikely to . 


rise higher ia government. 
One of the original second- -genera- 
tion leaders. Lim Ghee On, is out of the 
picture: EN háving been 
d in 1933 from the NT 








re- 


8. 
. Loong is to ass ider i | 
| ernment than that of acting trade and in- 





‚ October, Goh noted that the younger 
‚ Lee had been concentrating on finding 
; solutionsto Singapore's economic prob- 






pers 
„the“ direction of the younger Lee's 


C jób now: 
held by Ong — apparently for upset ing 





in.fhe govern- 
t: О his efforts as a 
director of the go tnment-controlled 
Straits Steamship company 
So before the sudden app arance of | 
Hsien Loong, the succ 
peared to have be 


av been viewed % some 
esh in icators that. the 


dustry minister and minister of state for 
defence. Second, he is to head not only | 
the PAP's new youth wing but also а 
committee. to draft a new party man- | 
ifesto — though as yet hé is пога 
member of the executive committee. 

Speaking to reporters on 2 
November, Goh’ singled out Hsien 
| Loong as an example of a minister who 
should not just be confined to his‘own 
ministries «= + ^in particular ministers 
who expect to play a larger national po- 
litical role So obviously B-G [as Hsien 
sates is known, after his military rank] 
Lee will be one such person. He should 
not confine himself to. his particular 
ministry. T think that would be a waste 
of his talent." | 









ronically, both the government and | 

party moves were revealed by Goh 
himself, and his manner of revealing | 
them has been interpreted in two differ- | 
ent. ways: either he is putting a brave face 
on the fact that the younger man is destin- 
ed to draw alongside and pass him by in 
the final two years of the elder Lee's 29- 
year reign, or he is trying to make it 
clear to others, including Hsien Loong, 
that he, Goh, is the anointed one. | 

Political developments are not spell- 8 
ed out. in Singapore as directly as they 
аге іп other countries in the region. In 
the subtle. Singaporean political con- | 
text, therefore, it is not surprising that 
Goh's use of the personal pronoun “I” 
should have stirred the imaginations of 
political analysts here. 
Addressing a business lunch on 31 





lems, heading.a spécial committee that 
recommended measures to overcome 
last year's recession. "Next year, I would 
want him to spend more time on the po- 
litical side. I would like to see him play- 
ing an active part in mobilising public 
opinion . . . And you will see us working 
very closely together." 


career came as a surprise to many here, 

where ‘only the prime: minister speaks 

about being in charge. And analysts 
that there has si n 


































to suggest that Lee senior has moved 
to. slap Goh down. One PAP insider 
suggested that “nobody would dare use 
those terms" unless he was sure he had 
approval to do so. But others caution 
that. і. пури not be necessarily so, 
since а close reading of Goh's text 
makes it clear that he is still holding the 
door open for Hsien Loong. i 
At the 31 October lunch, Goh was 
"asked: "Are you, in fact, the heir-appa-. 
rent?” Goh replied that he was not the. 
prs to answer the question but that 
e certainly expected to be re-elected as 
PAP assistant secretary-general behind 
the senior Lee at the party conference 
on 23 November. But he then took the 
unusual step of remarking that he. be- 
lieved the questioner had been too po- 
lite to ask what was really in his mind: 
whether Hsien Loong was seen às the 
heir-apparent. He answered that ques- 
tion with an ellipsis that still has analysts 


La puzzled: s 
» my view, Hsien Loong is.a young 
' who will go very far in life; I think 


he will go to the very top in any career. 
that. he chooses to be in, whether it's in 
the SAF [Singapore Armed Forces]; in 
the civil service, maybe even in the pri- 
vate-sector ог inthe government. The- 
question is how far: hé will.get to the 
top." ^ Ў > : ° p " 1 PS 
Two. years ago when Hsien Loong 
entered politics from thè armed forces 
-= after years" of, speculation over 
whether he would follow in his father's 
footsteps — there were few political 
watchers here who doubted it was the | 
first step to a second Lee as prime minis- 













ter. ) 

"But the. speed with which the 
younger Lee has risen has been pheno- 
menal. He was appointed minister of 
state for defence almost immediately on 
election and then, in February this year, 
he was appointed acting minister for 
trade and industry. As acting trade and 


Ws minister, he notvonly chaired 






he special committee seeking to solve’ | 


ingapore's economic problems, but 
quickly became tlie dominant personal: 
ity tackling the country’s recession. He 
is now, in practice if not name, clearly 
only outranked by.his.father, Goli and 
Finance Minister Richard. Hu.. He far 
overshadows Ong in terms of public ex- 
posure. Mae 
So what is the answer to Goh's ques- 
tion? Is Hsien Loong the heir-apparent? 
"There is no certainty," a PAP in- 
sider said, “[Goh] Chok Tong was cho- 
sen by his peers to lead the second gen- 
eration and, though the prime minis- 
ter. made this clear, he also made it clear 
that; certainly at the time, he approved 
of their choice. Of course he could say 
he has changed his.mind in the mean- 
time. And if things get rough; Goh 
could get roughed up. So far, it has been 
an advantage to him that the prime 
minister did not say he had personally 
chosen him, because it gives him a cer- 
‘tain amount of independence.” B 





| HONGKONG 
Тһе same difference 


Drafters disagree on territory's future law 





. Li: passport issue. 














By Emily Lau in Shenzhen 


qu "Hongkong Basic Law Drafting 
. M Committee (BLDC) -sub-groups 
have failed to reach agreement on a 
number of important issues. regarding 
the future of the territory when it re- 
verts to Chinese sovereignty in 1997. 
The BLDC was appointed by Peking to 
draft the Basic Law, which is to be 
Hongkong's mini-constitution. 
Differences. emerged in meetings 
this month on the methods for selecting 
the Pip pus Special Administrative 
Region (SAR) chief executive and legis- 
lators; restricting SAR expenditure to a 
certain level of the gross domestic pro- 
duct, and amending and interpreting 
the Basic Law. К 
Five BLDC sub-groups met in Shen- 
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zhen from 3-12 November to finalise 
their reports to the third plenary session 
of the BLDC to be held in Peking later 
this month. The reports of the sub- 
groups — made up of Hongkong and 
mainland Chinese BLDC, members — 
will be considered by the full committee 
in drafting.the Basic Law but final deci- 
sions on its shape rest with China's Na- 
tional People's Congress (NPC). 

The sub-group on the relationship 
between the SAR and central govern- 
ment disagreed on whether the central 
government has the final right to 
scrutinise SAR laws to see if they con- 
travene the Basic Law and what proce- 
dures аге needed to initiate amend- 
ments to the Basic Law. The sub-group 
did agree that the entire Chinese Con- 
stitution should have effect in the SAR 
but proposed that sections dealing with 
socialism should not be applied. 



















Members of the political sub-group 
failed to agree on the two most con- 









tentious areas, the selection of the chi 
executive and of future legislators. As 
result, a number of options were listec 
They included consultation; direct 
direct ‘elections and a combinatio 
both. е АЕ 
Mainland members did not expre 
their opinion; but have indicated their 
preference for the more conservative 
options. Hongkong member Szeto Wah 
said the Chinese are using the- tactic of 
“enticing the snakes out of their holes," 
implying that after Peking knows what 
the more outspoken Hongkong mem: 
d want, it will deal with them accord- 
ingly. 

Hongkong member Martin Lee, a 
Queen's Counsel, said Peking should 
not have the right to scrutinise laws 
enacted by the SAR: that function 
should be left to SAR courts, he said. 
Lee also suggested that any proposal Бу. 
the NPC or the State Council to amend 
the Basic Law should be seconded by 
the SAR legislature. before it could be. 
formally moved. ^ i 


Speaking on the eve of the meetings; 
BLDC deputy secretary-general Lu 
Ping, who is the secretary-general of the 
Hongkong and. Macau Affairs: Office 
under the State Council, said political 
reforms in Hongkong should. be intro- 
duced after the Basic Law is drafted, їп. 
order to ensure "convergence." This 
was a reference to next year’s political: 
review by the Hongkong Government, 
which could result in direct Legislative 
Council elections in 1988. 

There are conflicting signals on whe-: 
ther Peking will allow direct elections 
then. A senior Hongkong Government 
Official said direct elections in 1988 were 
by no means a foregone conclusion, be- | 
cause the Chinese still objected to the: 
timing. Hongkong. BLDC member. 
Louis Cha, a co-convenor of the politi- | 
cal sub-group, said. direct election 
should be introduce ‘the. Basic 
Law is drafted. Bi the Hongkong 
Government wanted to introduce direct 
elections in 1988, Cha said-he believed © 
an arrangment could be worked out: 
with Peking. 

Lee tried to raise the question of the 
formation of political parties, but other 
members of the political sub-group 
voted against including it on the agenda; 
thereby blocking any discussion of this. 
sensitive subject. This was the first time. |. 
any BLDC sub-group had voted. to 
block discussion of a sensitive. subject: 
Only one member of the sub-group su 
ported Lee, who had tried to raise the ' 
subject in an August sub-group meeting 
in Xiamen. Lee said he had to finda way 










































































































































of including it on the agenda in future 
meetings. 

The issue was also raised in Hong- 
kong Justice of Appeal Simon Li's sub- 
group on SAR inhabitants’ rights and’ 
duties. Li said the issue need not be dis- 
cussed because the right to form politi-- 
cal parties was implied in the "freedom 
of speech, of the press, of assembly, of 
association" stipulated in the Basic Law 
draft structure adopted: in (ће second 
BLDC plenary session in April. Li said 
existing Hongkong laws neither permit- 
;, ted nor prohibited the formation of poli- 
tical parties and future SAR laws should 

be the same. : 

2o On the issue of the political rights of 
SAR residents, Li said hissub-group re- 
port will state the principle that all SAR 
-permanent residents should have the 
fight to vote and to, be elected to public 
office. However, Li said the question of 
|... Whether permanent residents who. hold 
foreign passports would. have the same 
rights should be decided by the sub- 
group which decides the future political 
. Structure. 





| Tu was seen by. observers as. back- 
tracking оп the decision made. in 
Xiamen. by the political sub-group, of 
which.Li is also a member; that all per- 
| manent residents, regardless of their 
| nationality, would be. eligible to vote 
апа to stand for elections to the SAR 
`| legislature. 


foreign nationals the vote.in functional- 
constituency indirect elections, but giv- | 
: ing them the vote in district direct elec- 

© tions was. something else. Influential 
mainland members said they had no ob- 
jection to giving foreign: nationals the 

; vote, but the latest controversy is seen 
“by cynical observers as an attempt to 
© place another obstacle to direct elec- 
tions. 


sub-group co-convenor Wong Po-yan 
proposed that it should be written in the 
“Basic Law that SAR public expenditure 
should on average. be 15% of the GDP 
|. and not exceed 20%. The proposal was 
spore by Hongkong member Li Ka- 
shing. е E 
The proposal was mainly based on 
the fear of some Hongkong business in- 
terests that elected members of the 
SAR government might prove to be ir- 
responsible politicians who might 
= squander: taxpayers" money to curry 
favour with the electorate. | 
2. When.the idea was first mooted in 
- Xiamen, mainland members disagreed, 
saying it would restrict the economic au- 
tonomy of the SAR government: Hong- 
kong Government officials have also ex- 
pressed "concern... Mainland ^ co-con- 
venor Yong Longgui, adviser to the 
NPC's finance and economic commit- 
tee, said he did not think such detail 
should be written in the Basic. Law. 
Yong said it was up to China to decide 








economic polic 








Hongkong member and economic | 





Li said it was one thing to give |. 

















MALAYSIA 


Publishing ban | lifted | 


Government backs down in battle with Journal 


By Nick Seaward in Kuala Lumpur | 


T Malaysian. Government: has rë- 


voked its earlier three-month sus- 
pension of the publishing permit of The 
Asian Wall Street Journal with effect 
from 14 November. The government 
has also conceded an application to the 
High Court by the Journal's former 
Kuala Lumpur-based Southeast “Asia 
economics correspondent, . Raphael 
Pura, to quash. an expulsion" order 
against him and to revoke the 26 Sep- 
tember cancellation of his work per- 
mit. 

As a result.of this dramatic climb- 
down by the government, distribution 
of the Journal in Malaysia was resumed 
immediately and Pura — whose work 

rmit was not due to expire until 
March 1987 — has. been. allowed, back 


into the country to^take up his duties | 
‘once more. The Journal’s other Kuala _ 
Lumpur-based journalist, former. Ma- 


laysian: correspondent. John: Berthel- 
sen, is back in the country оп a опе 
month social-visit visa to be with his 
family; as his original work.permit ex- 

ired one day before his successful 3 
ovember appeal to the Supreme Court 


to hear the Journals application for a 
lifting of the suspension. Citing the ear- 
lier decision by the: Supreme Court in 
the Berthelsen case, senior federal 
counsel Zaleha Zahari told reporters af- 
terwards that the government admitted 
to a procedural lapse in not. allowing 
Berthelsen and Pura the, right to be 
heard. The lifting. of the. suspension 
order was made out of respect for the 
Supreme Court's findings. 

Describing the government's deci- 
sion as “aegraceful act апа опе that 





against his own expulsion (REVIEW, M < 


13 Nov.). 9 

The government's decision was con- 
véyed in.a letter from the secretary-gen- 
eral of the Home Affairs’. Ministry, 


‘Datuk Azizan Zainal Abidin, to Justice | 
“Harun Hashim їп his chambers. on 3 


Novembér — shortly before he was due 











| Mahathir: hitting out at critics. 





Constraints criticised 


Asean journalists condemn Malaysian secrets act 


By Paisal Sricharatchanya in Bangkok 

Opposition to the pro- 
posed amendment to Ma- 
laysia's Official. Secrets 
Act (OSA) has taken on 
Га ional. dimension. 
Prodded by «Malaysia's 
National Union of Jour- 
nalists (NUJ), prime 








ба 


CIE 
TRUTHS OSA. campaign, a meet- 


ing here of senior Asean journalists dur- 
ing 12-14 November condemned the 
legislation and urged Kuala Lumpur to 
withdraw the bill. ia : 

О The internationalisation of the 
OSA controversy was stamped by the 


"Confederation of Asean Journalists 


(САЗ), an li-year-old body. which, 


though little known outside journalistic 





es, has been the only group of 


mover behind the anti- 





the desired objective of reversing th 


active media practitioners in the region. 

A joint communique issued at the 
end of the Bangkok mee charged 
that the OSA amendment bill would 
make it impossible for journalists and 


: newspapers (in Malaysia) to carry out 


their professional duties without risking 
arrest and imprisonment. 

The fact that CAJ president Yazid 
Othman is also president of Malaysia's 
NUJ explained why the OSA issue was 
highlighted. Othman, who is with the 
largest Malay daily, Utusan Malayu, 
said he hoped the region-wide solidarity 
would lend weight to the NUJ campaign 
at home. The delayed bill was expected 
to: be presented before the Malaysian 
Parliament in December. > | 

Whether the CAJ can would achieve 

e 


























ought to be commended,” the Journal's 
‘Malaysian lawyer, Muhammad Shafee 
Abdullah, revealed that the court had 





moved from the work-permit stamps in 
both Pura’s and Berthelsen’s US pass- 
ports. Shafee also made a successful ap- 
plication for costs in both the suspen- 
“sion and the expulsion cases. 









«thousands of US dollars. The Journal 
spared no expense in preparing its legal 
defence, retaining the services of a top 
lawyer from New York and a queen's 
counsel from London for a period of 
sev 
| Lumpur for the initial hearing. It 


‘serving its right to sue the government 
for damages arising from the suspen- 
sion. : 
The. Journal's owner, Dow Jones 
Publishing Co. (Asia) Inc., now has to 
negotiate for a renewal of its publishing 
rmit in Malaysia — known as a KDN 
@ which is due to expire at the end of 
December. Berthelsen has also stated: 
that he will be applying for a new work 
permit. o IE ; 









M eanwhile,.there was a break-in 
at the Journal’s office during the 
weekend of 8-9 November. hing wi 

found to be missing from the 
aş а result of the break-in апат 
ders clearly һай gone to some 








which was effected via th 
from the REVIEW i 
situated next doo 
premises were also broken i 
‘again, nothing. was found 


Th 






‚Те government has been silent 
so far on 









Malaysian Government stand remains 
open question. As one senior Thai 
yurnalist commented: “Certain gov- 
 emments are responsive. to interna- 
tional critic But who knows, [Ma- 
laysian Prime Minister] Mahathir may 
not be bothered.” = ^ : 
Conference sources told the REVIEW 
that the Malaysian and Thai particip- 
ants were openly critical over the recent 
spate of government герге on 
newspapers in the region, whereas the 
Singaporean and Indonesian delegates 
conspicuously avoided any direct criti- 
cism on the subject of press freedom. 
A Malaysian-sponsored motion ori- 
ginally specified the Singapore Govern- 
штеп restriction of Time magazine’s 
























ment’s closure of Sinar Harapan, and 
called on the respective governments to 


dom. It was subsequently watered down. 
following objections by participants 
from the two countries and the final 


communique made no specific mention 
feither. — i 


circulation and the Indonesian Govern- | 


adopt amore liberal stand on press free- | 


ordered the word "cancelled" to be re- | 


As also understood that the Journaliste- | 


pains | 





2 These costs are expected to run імо T Si ern | 
Complete amenities for recreation and entertainment; 





‚ days, and flying them out to | 






















the setback it has received ү 





-. Business Service Centre. 


. complimentary breakfast and cocktails if the Royal 


* and all the privileges of the Business & Leisure < 
IS). 


“апа Office-for-a-day; electrónic safe in every room: 
"s toiletries; daily newspaper; shoe cleaning service, 
; ":3-heur laundry service and express check-out. 
xi. (These and all the 


' security lock; safe-deposit box; 24-hour room 
Service; free parking; complimentary buffet 


The Amara is 
Singapore 


Ideally located in the financial and Central Business 
District and within easy walking distance to 
Chinatown. Close to the popular tourist attractions 
and the World Trade Centre. Only 20 minutes from 
Changi International Airport via the expressway. ` 
















eight restaurants and bars; Health Centre; tennis 
гапа squash courts; swimming pool; fully-equipped: 






Unique satellite check-in gives your clients an ` 
individualised, quick апа efficient system of 
checking: in that is the only one of its kind in Asia. 


The Amara is | 
three hotels in one 

ы Royal Club 5$170 ` И 
For the discerning traveller with 
impeccable taste. Exclusive 
_ privileges include bathrobe, 
bedroom slippers, special toiletries; even 


personalised stationery and office kit; 
complimentary access to The Brewery’music bar; 






























Lounge; welcome drink; Chinese tea service. (These 






Clubs) The Business Club $$120 

Here we make business a pleasure: 
Business Club privileges include 
use of the Business Service Centre 














privileges of the Leisure Club). 


$5 The Leisure Club $70. 
SUI Fc fre bl 
Se (For a carefree, memorable 
6-09) holiday. Cool comfortable rooms 
without.all the expense. Leisure 
Club privileges include hair.dryer; electronic: 



















breakfast. : i 
Suites From S$220.All rooms are fully-equipped with 
full mini-bars; remote-controlled colour TV апа · 
FM/AM radio; individually-controlled 
airconditioning; 100 telephones and teletext, 
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Reservations through UTELL International (Worldwide) 
The Amara Hotel 165 Tanjong Pagar Road Singapore 0208 
Tel: 224-4488 Telex: RS 55887 AMARA Telefax: 2243910 












































































11 Bersatu Sabah (PBS) and the National 
"Front Backbenchers' Club have all ex-- 












at the hands of the courts, 
humiliating. experience 
to make it more determined thàn ever 
to push through its Official Secrets 
(Amendment) Bill during the life of 





the current sitting of parliament. Speak- 


ing to reporters after he had opened 
the general assembly of fellow National 
Front component party, the Malaysian 
Chinese Association (MCA), on 16 
November, Prime Minister Datuk Seri 
© Mahathir Mohamad hit out at critics 
of the proposed amendments to, the 
Official Secrets Act (OSA), accusing 
them of “purposely misinterpreting” 
it. woe ' 

Responding to accusations that the 
OSA was open to abuse and being 
amended to enable the government to 
muzzle the press, Mahathir said that 
“only in very obvious cases of revealing 
classified government documents have 
‚муе taken people to court — there have 
-been three such cases throughout the 
30-year history of this independen 
-countty.". 

eng Earlier, Mahathir told the assembly 
that Western-style individual freedoms 
: were. not applicable in the Malaysian 
context. In a reference to the quote at- 
tributed to 18th-century French writer 
< Voltaire — *Ldo not agree with what he 
says but I will defend his right to say it" 

Mahathir said that in that country 
now, the authorities would not hesitate 
to take action against anybody whose 
thinking was not in line with the major- 

ity view. ^. : 

The length at which Mahathir dwelt 
on the subject of personal liberty and 
. democracy has been taken as an indica- 
tion of the growing opposition to the 
OSA amendments, especially from 
within the ruling National Front coali- 
tion and its о. In addition to 
Gerakan апа the women's wing of the 
MCA, the Organisation of Newspaper 
"Editors, which represents a number of 
newspapers controlled by the United 
Malays National Organisation, Parti 





pressed reservations over the amend- 
ments. Parti Berjaya, which left the Na- 
tional Front. е 
come out in opposition. 
^ Minister in the Prime Minister's De- 
artment. Kasitah Садат -— himself a 
¿PBS member. of parliament. — has 
announced that any objections by poli- 
- tical parties to. the OSA amendments 
¿will be studied seri by the govern- 
ment. DOE S i 
.. He said: "If, after studying the ob- 
~ jections, the government feels that 
.some changes are necessary, then the 
;changes can be made." Mahathir has 
. also called. a meeting of all National 
Front backbenchers to put the govern- 
ment's case for the amendments. This 
may not prove necessary, however, as 
the backbenchers’ club is reported to 
1 ved unanimous! 








is expected | 





‚ visits to Australia, 


> woke up to potential | 
. embarrassment and 


er this year, has also | 











The Herzog mistake 









Singapo’e stopover of Israeli president upsets neighbours 


By Review Correspondents 
ingapcre found itself in the unusual 
position of being in the eye of a poli- 
tical storm when Israeli President 


‘Chaim Herzog arrived on 18 November 


for a three-day state visit, much to the 
indignation of neighbour and fellow 
Asean member Malaysia. 

The invitation to the Israeli leader 
was first extended by Singapore as long 
ago as Jamuary 1985 and accepted as a 
stop-over on Herzog's way back from 
iew Zealand, Fiji 
and Tonga. He was also to have stop- 
ped in the Philippines but at the 
last minute thé Aquino government 





the two countries’ civil services sched- 
uled for 22-23 November. 

* Earlier, Umno Youth had called on 
all Asean countries to review their rela- 
tions with Singapore and, if it was found 
necessary, expel it from the regional or- 
ganisation. Of the six Asean countries, 
three — the predominantly Muslim. 
Brunei, Indonesia and Malaysaia — 


-have no relations with Israel, while 


Singapore, Thailand and the Philip- 

pinesdo. |. ^ 
In Jakarta reaction was slower and 
milder, It-was several days after the Ma- 
laysian. protests started that the Sins... 
s gaporean ambassador; | 



















managed to get the Is- 
raelis to cancel the > 
trip. 

The strength of reac- 
tions by staunchly anti- 
Zionist ard pro-Palesti- 
nian.Malaysia appears 
to have taxen Singapore 
by.surprise. After pros 
tests by the youth wing. 
of the United Malays 
National Organisation” | 
(Umno), the dominant 
partner in the ruling Na- 
tional Frcnt, Malaysian 
Prime Minister Datuk 
Seri Mahathir Mohamad ` | 
orderéd the Malaysian 
high commissioner in 
Singapore to. return to. 
Kuala Lumpur “for con- 
sultations’ during Her- 
















` Jakarta was called to the™ 
Foreign Ministry to be 
told that Singapore’s ap- 
parent lack of sensitivity 
to the feelings of other 
> Asean countries about 
Israel was regretted. 
The Indonesian ambas- 
sador in Singapore was 
also recalled for con- 
"sultation, but the media 
made little of the inci- 
dent and there were no 
public protests. 
Diplomats were puz- 
zied by what appear- 
ed an uncharacteristic 
Singaporean blunder. 
Given the recent ra- 
cial tensions in Malay- 
sia (REVIEW, 20 Nov.) 
there was a good chance 
that the visit would 


































: | Herzog. 
ZOg's stay 

Simultaneously, various pro-govern- 
ment and opposition groups — not con- 
fined to (Ге Islamic groups but including 
the multi-racial opposition Democratic 
Action Perty — staged protests in vari- 
ous parts of the country, notably outside 
the Singapore and US missions. During 
these prctests national flags of Israel 
and Singapore as well as effigies of Her- 
zog and Singapore Prime Minister Lee 
Kuan Yew were burned. Some calls 
were made for closing rail, road and air 


‘links with Singapore during Herzog's 


visit, but no action was taken. 

А few hours after Herzog arrived in 
Singapore, Malaysian. Deputy Foreign 
Minister Datuk Abdul Kadir Sheik Fad- 
zir summoned Singapore High Commis- 
sioner Maurice Baker. to his ministry 
and delivered a strong verbal protest at 
the visit. Registering Malaysia’s “deep 
regret at the provocative action taken 


¿by the Singapore Government,” Kadir 
| informed Baker of the, decision to, sus- 
pend the annual joint sports: méeti 





cause resentment. 

It is known that Singapore and I: 
rael have had certain contacts. In 
addition to Israel maintaining an em- 
bassy in Singapore, there are known 
to be Israeli advisers in the coun- 
try. 

But whatever role Israelis might play 
in Singapore, it is sure to be a limited 
and technical one, and observers find it 
difficult to believe that the bilateral re- 
lationship’ is of such importance to 
Singapore that it would offend its im- 
portant neighbours. 

Diplomats are similarly surprised by 
the nonchalance of the Aquino govern- 
ment in Manila in offending Israel, the 
Muslims — not only in Asean but in the 
southern Philippines — and possibly the 
US, apparently because of lack of inter- 
nal liaison. After the Israelis agreed to a 
face-saving formula of saying it was can- 
celling the. visit because of "uncertain- 
ppine political scene; 

























WHAT IS LOTTO 6/49? 


Lotto 6/49 is the official Canadian version of 
,otto-—-the world's most popular form of lottery. 
ИЙ 5 the lottery in which you pick your own 
numbers and it's called "6/49" because you 
select any 6 of 49 possible numbers from tto 
49. Your numbers are enteredin the Lotto 6/49 
computer system and if they match the six 
winning numbers chosen in the draw—you win 
the grand prize. Or if you have only 3, 4 or 5 
numbers correct you win one of thousands of 
secondary prizes available, ^ 


HOW CAN I PLAY? 


Complete the attached order form and send it 
to Canadian Overseas Marketing along with 
the necessary payment. Your numbers will 
automatically be entered for the specified 
, length of time. You may select from 1 to 6 
games for 10, 26, or 52 weeks. Each game 


ORDER TODAY! 


Mark six numbers on each дате board 
you wish to play. 





PICK YOUR PLAN — Check only опё box below next to the 
option of your choice. ALL PRICES IN 17.5. FUNDS 





10 WEEKS 26 WEEKS 52 WEEKS 
(20 Draws) (52 Draws) (104 Draws) 
Q1Game С) $ 45. [1$112. 0 $ 225. 
2Games [31$ 90. 0 $225. (1$ 450. 
3Games (1$135. (07$337. (1$ 675. 
4 батеѕ Г1$180. 0) $450. © $ 900. 
[1 $662. O $1125. 






; [1$225. 


Ci $675. Г} $1350. 


That's right ... you can win millions by picking your own numbers playing Lotto 6/49— Canada's most pop 

Government Lottery. In fact, last year Lotto 6/49 paid out $354,736,589.00 in ALL CASH PRIZES. And it 
free of Canadian taxes. There are two draws each week for a grand prize guaranteed to be not less than: 
$1,000,000.00 with many millions more in secondary prizes. Grand prizes often run into the millions and have 
been as high as $13,890,588.80. Imagine what you could do with that much cash! This is your opportunity to 
find out because now you can play the lottery that's making so many millionaires in Canada. 


gives you another chance at the grand prize for 
every draw in which you are entered. You 
receive a "Confirmation of Entry" by return 
mail acknowledging your order and indicating 


~ the numbers you have selected as well as the 


draws in which they are entered. 


HOW DO I KNOW WHEN I WIN? 


You will be notified immediately when you 
win a prize of $1,000.00 or more. Also, a 
complete list of ail winning numbers will be 
sent to you after every tenth draw so that you 
can check along the way to see how you are 
doing. At the expiration of your subscription 
you will be sent a final statement of your 


winnings. Ali prize money will be converted to ` 


any currency your wish and confidentially 
forwarded to you anywhere in the world. 


So mail your order today-—the next big 
winner could be you. 
















PRIZE BREAKDOWN (Actual Sample of One Draw 
9 МО, ОҒ: 
PRIZES -PRIZE VALUE 
,$13,890,588.80 


PRIZES _ 
IST PRIZE . 
6 OUT OF 6 REG. NUMBERS 
2ND PRIZE 
5 OUT OF 6 PLUS BONUS 
3RD PRIZE 
SOUT OFS 
4TH PRIZE 
QUT OFS 
5THPRIZE ^ 
30UTOFS s 
TOTAL PRIZES z TOTAL PRIZE VALUE 
1,014,756 ; $37,443,228.10 
* Ali prizes quoted in Canadian dollars. p" : 
1st, 2nd, Srd, arid 4th prizes are calculated on a percentage of. - 
the total prize pool. Since the prize pool fluctuates from draw ^ 


to draw, the size of the prizes will vary from the size of the 
prizes shown above. { 
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AFGHANISTAN 


By Anwar Nasir 
he Soviet pullout of six regiments 
from Afghanistan in October was 

long on show and short on substance. 

Three of the regiments involved were 

anti-aircraft units, andas the anti-Soviet 

© mujahideen have no aircraft, the margi- 
nal pullout is hardly a sacrifice. The ges- 

“ture was largely cosmetic and was 

perhaps less an indication.of the future 

conduct of Soviet Afghanistan policy. 

© То compensate for unexpected 

mujahideen success in fighting their 

troops, the Soviets have changed their 
tactics in Afghanistan over the past two 
years. Increased’ and improved. air 

¿o power, better-trained special fighting 

forces, an established. intelligence net- 

о work, and the replacing of Babrak Kar- 

"mal with the tough former intelligence 

chief Najibullah as general secretary of 

{һе ruling party represent an ambitious 

‘campaign by Moscow to break. the 

mujahideen and bolster its client regime 

“in Kabul. 


- been marginal, but in.a.war which has 
" remained a stalemate for nearly seven 
years even minor gains could help. Re- 
ports from inside Afghanistan increas- 
ingly suggest that the war is gradually 
"swinging the way of the Soviets. 

Much has changed since Moscow in- 
vaded Afghanistan: éarlier the Soviets 
sustained heavy losses and made no real 
headway against the efficient mujahi- 











| The wound 
hardly hurts 


The guerilla war brings 
more US arms and aid 


д "" 


ЖҮ presence in Afghanistan is a thorn 
in its side, it is seemingly a wound which 
hardly hurts. The 1978 revolution in 
гап which brought an anti-American 











sion: of neighbouring Afghanistan іп 


Status in American foreign policy. 
oo The Soviet presence has given Pakis- 
. {ап a leverage, which it has used to ac- 
quire more of the weapons and economic 
| aid earlier withheld by Washington. 
This year the US Congress approved a 
six-year programme to provide Pakistan 
with US$4.02 billion in economic and 
military aid. The earlier US aid package 
- to Islamabad for 1982-87 amounted to 
US$3.2 billion and included the F16 









New Soviet gameplan - 


Moscow musters forces to tilt the balance - 


The success of these new tactics has | B 


WAS hile Pakistan. claims the Soviet 


regime to power, and the Soviet inva- | - 
g Afgh | craft came. only after the Soviet invasion 
1979, have given Islamabad ie. : 











‘tional Soviet fighting forces could not 
effectively counter mujahideen stra- 
tegy, which relied on ambushes and hit- 
and-runtactics. — Tu 

Rather than pursuing the resistance 
and seeking quick victory the Soviets 
went on the defensive, and sought to 
maintain zontrol only over the larger 
| cities and towns, key communication 
| points anc main transportation lines. It 
| was not antil 1984 that the Soviets 
| picked up the pace of war by introduc- 
| ing, among: other ‘elements, the 
| 








Spetsnaz elite commando fighting units, 
which have proved a better match to the 
elusive mujahideen. ' 

The number óf Spetsnaz fighting the 
mujahidecn has steadily grown to over 
4,000 mer. They have not been able to 
change the course of the war, but they 
have substantially weakened the hold of 
the mujabideen over such strongholds 

























| combat aircraft which Islamabad had 
wanted for some time. AMANT 
US approval for delivery of the air- 


of Afgharistan. In addition, Pakistan 
also received anti-naval Harpoon mis- 
siles and two Gearing-class destroyers, 
weapons which seem hardly relevant for 
| a defensive posture in the event of.a 
Soviet attack from Afghanistan. | 
Increasing Soviet incursions into 
Pakistani airspace have given credibility 
to Islamakad’s argument that weapons 
re needed to counter the Soviet expan- 
ionist threat. Pakistan has asked Wash- 
ington for Awacs (airborne early-warn- 








| tial Soviet 


‘deen. During the initial years сопуеп- 











(стапу futile attacks in which they took 


heavy losses. The heliborne Spetsnaz 
are better able to flush out the resist- 
ance, to the point that now the mujahi- 
deen in the Panjsher have been forced 
into a purely defensive posture. 

An American journalist recently re- 
turned’ from the Panjsher area reports 
that even "the Lion of Panjsher" 
Ahmed Shah Massoud, the most ac- 
complished of resistance commando 
leaders, has been forced to go on the de- 
fensive. Outgunned and hamstrung by 
supply shortages, the journalist reports, 
the Panjsher mujahideen are unable to 
move effectively against Soviet posi- 
tions in the valley. 

The attacks on the Panjsher indicate | 
increasing Soviet ambition, and the ex- | 
tent to which Soviet strategists are will- 
ing to go to reach their objective of 
breaking the mujahideen. Even if this 
can be accomplished, it will take ye 
at best. But the costs seem more ma 
ageable to the Soviets.“ According to 
Soviet Deputy Foreign Minister 
Mikhail Kapitsa, Moscow expects its 
problem in Afghanistan to "be over" іп ! 
five years. DON 

Over the past two years the Soviets 
have also augmented and upgraded | 
their air power, for which the mujahi- | 
deen have no equal, except the fragile 
defence of the few Stinger missiles 





]-which have reportedly been supplied by 


the US. The effect of the Stingers would 
have been much greater had the Soviets 
not responded by replacing MiG21 air- 
craft with the superior MiG23s and 
MiG27s. Two squadrons of the sophisti- 
cated Su25 fighters have also been de- 
ployed. In addition, the Soviets have in- 


















ing radar system) to improve intelli- 
gence on troop and aircraft movements 
on the Pakistan- Afghan border. Washam 
ington has agreed to a Saudi-type dea 
where the Awacs is provided on condi- 
tion that it be American-manned, and 
that intelligence released to Pakistani 
forces is limited. Islamabad has refused | 
such a deal, raising questions as to its 
real intentions for acquiring the system. 
Whether or not Pakistan’s demand is 
met will indicate the degree of Isla- 
mabad's leverage and the importance at- 
tached by Washington to Indian opin- 
ion, which it has been trying to sway in 
its nervous courtship with New Delhi. 
' Before the Soviet invasion Pakistan 
was under increasing pressure to aban- 
don its nuclear programme, which intel- 
ligence reports had suggested was 
geared towards weaponry. Pakistan has 
insisted throughout that its nuclear pro- 
gramme is a peaceful one, undertaken 
to reduce dependence оп foreign 
ѕошгсеѕ оѓ energy. Throughout the 
1970s, when the programme was taking 
shape, Islamabad came under increas- 
ing attack for embarking upon its clan- - 





















creased the number of Mi24 helicopter 
gunships, which have proved remark- 
ably effective in attacks such as the ones 
on the Panjsher. Soviet ground troops 
are also using much more sophisticated 
equipment. 

Perhaps the greatest obstacle to 
Soviet military success has been the in- 
effectiveness of the Afghan Govern- 
ment troops, who have questionable 
loyalties, as evidenced by mass deser- 
tions. But the Soviets have tried to over- 
come this weakness by setting up a 
ruthlessly efficient native intelligence 
network in the country, known by its 
Afghan acronym Khad. 

Reports indicate that the Khad, run 
by the Soviet security network KGB, 
has over 20,000 operatives. Apparently, 
recruitment for the Khad has not been a 
problem. Exemption for Khad agents 
from conscription is a major incentive. 
Other perquisites for the elite Khad in- 
clude high salaries — more than 10 

imes those of comparable government 
Bos — and access to liquor, cars, 
prostitutes and extortion money from 
suspected civilians. 

It is believed that Khad agents have 
been responsible for the assassinations 
of several top mujahideen commanders. 
Moreover, the Khad has been known to 
have infiltrated mujahideen fighting 
forces and even refugee camps in Pakis- 
tan. Also, villagers and townspeople are 
now more reluctant to aid the mujahideen 
for fear of being reported on by agents. 

There is little evidence to suggest 
that the Soviets intend to take a defen- 
sive posture in the future, or that they 
wish to abandon control of Afghanistan 
by puling out their more than 100,000 
troops. The evidence suggests quite the 
opposite. The elevation of Najibullah to 





destine nuclear programme, and finally 
in the late 1970s the US enforced its po- 
licy of not granting arms and economic 
R: to any country undertaking to be- 
me а new nuclear power. 

However, Pakistan returned to 
being Washington’s “ally of allies” in 
1981, after the Soviet invasion of Af- 
ghanistan, when President Reagan 
waived the restrictive provisions of the 
US Foreign Assistance Act and enabled 
Pakistan to receive US aid. Intelligence 
reports continue to suggest that Pakis- 
tan is close to acquiring an explosive nu- 
clear device, and though Washington 
pays lip service to its purported policy of 
not providing aid to aspiring nuclear 

wers, this has been a charade which 

become an accepted part of US- 
Pakistani relations. ; 

The Soviet threat to Pakistan is not 
quite immediate, and though there is 
cause for some anxiety, the invasion of 
Af, istan has been fortunate for 
Pakistan, which has been vying with 
India for military might since the escala- 
tion of the arms race between the two 
countries in the mid-1960s. However, 
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party head is not only a reward for a job 
well done as former Khad chief, it is an 
indication that the Soviets want results 
in the fight against the mujahideen. 
Najibullah, who witnessed the removal 
of the inefficient Karmal, is determined 
to make his mark. 

In recent months fighting has 
erupted in major Afghan cities and pro- 
vinces. To some this indicates an up- 
surge of the Afghan-Soviet initiative, 
while others maintain that the mujahi- 
deen have stepped up their attacks. 
During the seven years of guerilla war- 
fare there has been a customary winter 
lull in which fighting has almost come to 
a standstill. 

The mujahideen, who are ill-equip- 
ped to withstand the winter and even at 
times spend whole summers living in 
makeshift outposts in the Hindu Kush 
mountains, cannot fight on the harsh 
terrain in sub-zero temperatures. Soviet 
troops, however, are part of a well- 
equipped army, prepared to fight re- 
gardless of terrain or temperature. 
Hence, renewed fighting is almost cer- 
tainly an indication that Najibulllah has 
taken the offensive, and seeks to take 
advantage of the winter to further 
weaken the  mujahideen hold оп 
strategic areas of the country. п 








Mujahideen 


on the move 


Anti-communist resistance 
regroups and rearms 


By Husain Haqqani in Islamabad 
H eavy fighting has been reported in 
most parts of Afghanistan since late 
September, after a relatively quiet sum- 
mer. Anti-communist Muslim guerillas 
— the mujahideen — have stepped up 
their attacks on Soviet targets and fight- 
ing was reported in most parts of Af- 
ghanistan in October. 

Recent reports indicate that the mid- 
year lull was the result of an attempt by 
the resistance to consolidate itself and 
revise tactics and did not represent a 
Soviet military victory, the impression 
created by the Soviets’ relative success 
during the past two years in flushing out 
guerillas from around their bases. 

The mujahideen, who were at first 
taken aback by the increased military 
power of the Soviets, have now resumed 
attacks on Soviet and Afghan com- 
munist targets. According to Raja 








there have also been some problems. | 


Pakistan has been the recipient of over 3 
million Afghan refugees, who fled their 
homeland to escape Soviet tyranny, and 
it continues to face social problems which 
have resulted from this mass exodus. 
Soviet incursions across the Pakistan 


border also continue in retaliation of the | 


supply of US arms which Islamabad al- 
lows to pass from Peshawar into 
mujahideen hands. Without these arms 
the mujahideen could never have con- 
tinued their resistance. In the final 
analysis, perhaps Pakistan is more a 
thorn in the Soviet side than vice versa. 
— Anwar Nasir 














Ahsan Aziz, an Afghanis- 
tan-watcher at Islamabad's 
Institute of Policy Studies, 
combat was reported from 
all 29 Afghan provinces 
during October, à rare oc- 
currence since the begin- 
ning of the conflict. “Even 
Kabul Radio reports of 
military activity have in- 
creased," observed Aziz, 
adding that “they wouldn't 
report fighting if it wasn't 
serious from their point of 
view." 

The mujahideen now 
seem to be concentrat- 
ing on targets of the 
Soviet-installed Afghan 
regime in and around 
small provincial towns. 
Although this involves 
greater military prepara- 
tion on the part of the 
resistance, it saves the 
rural population from di- 
rect involvement and immediate Soviet 
retaliation. 

In most provinces, the resistance 
seems to be somewhat better supplied in 
terms of military equipment. Although 
mujahideen leaders maintain their 
weaponry is largely seized from Demo- 
cratic Republic of Afghanistan troops, 
arms supplied by the US and bought on 
the international market with Arab 
money have also been playing an impor- 
tant role in recent combat. 

The three central provinces of 
Bamiyan, Uruzgan and Ghor — collec- 
tively known as the Hazarajat — have 
also witnessed heavy fighting during the 





PHOTOS AP 
„— 












І 
І 
- 
| 


ast few weeks, indicating тоге 
тапап support for the resist- 
ance. 


The population in the Hazarajat 
comprises Shia Muslims with close ties 
with Iran's Islamic revolutionary re- 

ime, and the resistance in the region 
E been traditionally independent of 
the predominantly Sunni mainstream 
mujahideen groups based in the Pakis- 
tani city of Peshawar. 

The Sunni and Shia groups in central 
Afghanistan now seem to have coordi- 
nated their strategy leading to intensifi- 
cation of fighting in the area. 

Although no reliable figures are 
available, Soviet casualties in recent 
fighting have reportedly been high. 

ithin the past two months of renewed 
fighting the Soviets have lost 36 helicop- 
ters and 24 other aircraft, most of which 
were shot down. In the past aircraft 
were destroyed on the ground because 
the mujahideen lacked anti-aircraft 
equipment. The mujahideen now have 
at least some sophisticated surface-to- 
air missiles, and a British journalist re- 
cently returned from Afghanistan re- 
ported the deployment of American 
Stinger missiles by the fundamentalist 
group, the Hizbe Islami. 


І” response to increased mujahideen 
activity, the Soviets have stepped up 
aerial bombardment of resistance-con- 
trolled areas. The Soviets are using 
SU25 bombers, which are less vulnera- 
ble to guerilla ground fire. 

Despite the mujahideen's strong 
performance their problems are by no 
means over. Arms supplies are sporadic 
and though there is better cooperation 
between the different groups, there is 
still not complete harmony. 

Apart from renewed military pres- 
sure, the Soviets have also to con- 
tend with difficulties in securing po- 
litical acceptability for the communist 
regime which they installed in Kabul. 
Former secret police boss Maj.-Gen. 
Najibullah, who replaced President 
Babrak Karmal as leader of the rul- 
ing People's Democratic Party of Af- 
ghanistan earlier this year, is trying to 
win popular support through a network 
of community councils in Afghan vil- 


lages. 

Najibullah’s plans for “grassroots 
democracy and popular participation" 
have been accompanied by promises of 
greater respect for Islam and the religi- 
ous sensitivities of Muslims. But there is 
little evidence that the Kabul govern- 
ment's strategy is working beyond li- 
mited success in buying out some Push- 
toon tribal leaders in areas bordering 
Pakistan. 

As one Peshawar-based Afghan 
pointed out: "Success in the pay-off 
game involving tribal leaders is hardly 
an achievement. The chiefs can always 
take money from the communists and 
then turn around and fight them 
whenever they feel like it." п 
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Offering to the prince 


Hanoi suggests to Sihanouk it may accept Khmer Rouge envoy 


By Rodney Tasker in Bangkok 


A feeler sent out by Hanoi to Prince 
Norodom Sihanouk, leader of the 
anti-Vietnamese Democratic Kam- 
puchea coalition, as Vietnam prepares 
for ind ed congress in December, has 
set ysts'jaded minds working again. 
Is it a new initiative? Is Hanoi really 
about to make concessions this time on 
the Cambodia stalemate? 

Hanoi's message to Sihanouk, de- 
livered via the Austrian UN delegation 
in iig did appear to accept a 
Khmer Rouge presence in proposed 
talks уен the tripartite 2 
coalition and Cambodia’s Vietnamese- 
backed Heng Samrin regime. Hanoi has 
consistently pues to the presence of 
the communist Khmer Rouge faction in 
the coalition as an obstacle to any move 





towards a political solution allowing it 


to withdraw its troops from Cambodia 

The Khmer Rouge and its leader, 
Pol Pot, are held responsible for the 
murder of hundreds of thousands of 
Cambodians during the Khmer Rouge's 
more than three-and-a-half years of rule. 

Some senior Thai officials analysing 
the latest Vietnamese proposal find in- 
teresting Hanoi's intimation that it 
would accept Khmer Rouge leader 
Khieu Samphan, vice-president of the 
coalition, as a party to talks between the 
coalition and the Heng Samrin govern- 
ment. In recent years, Hanoi has omit- 
ted references to Khieu Samp! 
its regular diatribes against the “Pol 
Pot-leng Sary clique" i 
Rouge leadership, so perhaps he is now 
acceptable to the Vietnamese in the 
Cambodian political equation. 

The Khmer Rouge claims that Pol 
Pot retired as its military commander 


last year, though few believe it. He is’ 


supposed to have been replaced by Son 
Sen, Pol Pot's defence minister and 
armed forces chief when Pol Pot ruled 


uri tee 
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Cambodia between April 1975 and De- 
cember 1978. 

Althou China — the Khmer 
Rouge's sole supporter — has been pro- 
moting Son Sen as the faction's military 
boss of late, it is doubtful whether 
Hanoi would accept him in any Cambo- 
dian ment if it is sincere in con- 
de Pol Pot and other Khmer 
Rouge leaders for the massacres under 
their rule. So there is just a chance that 
Khieu Samphan might be a convenient | 
compromise. 

*We have to wait because we don't 
know whether the [ Vietnamese] propo- 
sal was made by a person in authority," 
one Thai official said, adding: “If th 
Vietnamese a: to talk to the coali- 
tion, that would certainly be a step for- | 
ward.” 

That is precisely what Sihanouk 
pro to Vietnam after rejecting an 
earlier proposal by Hanoi. Pointing out 
that a meeting involving only Cambo- | 
dians would be implying that the Viet- | 
namese were not the main protagonists 
— just what Hanoi wants, analysts say 
— Sihanouk proposed that he should 
talk to the Vietnamese first, then they 
could talk to their Heng Samrin pro- 
tégés and, only after that, could the | 
three coalition factions and the Heng 
Samrin government get together. 

An Asean official said if the Viet- 
namese "are really serious, they should 
talk directly to the coalition," adding | 
that he doubted whether they were seri- 
ous at this stage. Other analysts think 
the Vietnamese are simply trying to re- 
gain the diplomatic initiative over Cam- 
bodia, as the only pro on the tabl 
at the moment is the coalition's eight“ | 

int proposal — rejected out of hand 
Ds Hahoi — and the UN General As- 
sembly this year voted with an increased 
115-21 majority for foreign forces to 
withdraw from Cambodia. 

The Vietnamese must have known 
that their feeler to Sihanouk would 

uickly become public knowledge, 
en Sihanouk's propensity to go pub- 
c with just about any secret abes 


to him. So, карен that Sihanouk 
would reject it, they may have been pav- 


ing the way for a propaganda exercise — 
painting i as the willing party in 


the Cambodian equation when the issue 
is addressed at the December party con- 


Analysts believe that while no sub- 
stantive initiative on Cambodia can be 
expected at the congress, Vietnamese 
leaders want to be seen to be reasonable 
but, at the same time, careful not to 
show any sign of weakness. п 
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Swiss Bank Corporation and personal investment. 


How private is your investment? 


When you see how vast and impersonal investment counselors, we've developed 
the world of investment has become, a wide range of investment vehicles for 
the only "private" aspect sometimes seems the private client (a selection of carefully 
to be that it's your money at stake. selected funds, our own “cash bonds,” 


On the other hand, the most private and fiduciary accounts, discretionary port- 
personal way of keeping your money is folios, and so on). 


probably to sock it away under the So when you're making your own 
mattress. You've got to strike a balance personal decision, you can also make 
somewhere. And we have. a professional choice. 

Along with our international team of Privately, you'll be glad you did. 


Swiss Bank Corporation 
Schweizerischer Bankverein 
Société de Banque Suisse 


The key Swiss bank 


General Management in CH-4002 Basle, Aeschenplatz 6, and in CH-8022 Zurich, Paradeplatz 6. Over 200 offices throughout Switzerland. Worldwide 
network (branches, subsidiaries and representatives): Europe: Edinburgh, Frankfurt, London, Luxembourg, Madrid, Manchester, Monte Carlo, Paris. 
North America: Atlanta, Calgary, Chicago, Dallas, Houston, Los Angeles, Montreal, New York, San Francisco, Toronto, Vancouver. Latin America: Bogotá, 
Buenos Aires, Caracas, Lima, Mexico, Panama, Rio de Janeiro, Sao Paulo. Caribbean: Grand Cayman, Nassau. Middle East: Bahrain, Cairo, Tehran. Africa: 
Johannesburg. Asia: Hong Kong, Osaka, Singapore, Tokyo. Australia: Melbourne, Sydney. 
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Sophistry at summitry 


Saarc skirts around controversial issues of the region 


By Salamat Ali in Bangalore 


he second summit of the seven- 

member South Asian Association 
for Regional Cooperation (Saarc) 
ended here on 16 November achieving 
little more than patting itself on the 
back for what really is a dubious urge for 
mutual cooperation. As usual it drew at- 
tention to its status as the body repre- 
senting the most populous region in the 
world, the vast potential of South Asia, 
the desperate need for cooperative ef- 

_ fort to tap this potential. 

The summit also caused observers to 
point to the basic flaw in the organisa- 
tion. Whatever Saarc has been talking 
about since its launching at Dhaka a 


| year ago is infinitely less significant than 


what it has not talked about. Saarc was 
born of the unwillingness of India and 
Pakistan to be identified as the sole obs- 
tacles to regional cooperation. The 
much-lauded “Saare spirit" still does 
not go much beyond that point. 

Indian Prime Minister Rajiv Gan- 
dhi, after taking over as the Saarc chair- 
man for the coming year, praised the 
body's achievement, but most observers 
concluded that India's troublesome 
bilateral problems with Pakistan and Sri 
Lanka had upstaged the discussion on 
regional cooperation. The conclusion 
was inescapable because while Saarc 
was considering harmless topics such as 
uniformity in the sizes of postal en- 
velopes, weather forecasting, women's 
welfare and TV programmes, Gandhi in 
his non-Saarc private meetings with Sri 

. Lankan President Junius Jayewardene 
and Pakistani Prime Minister Moham- 
mad Khan Junejo was struggling with 
problems of war and peace on which lit- 
tle agreement was forthcoming. 

Saarc countries agree that the re- 
strictions of the body's charter on keep- 
ing all bilateral and contentious issues 
out of the organisation's purview is un- 
avoidable for the time being, because 
otherwise Saarc could suffer a crippling 
if not fatal blow. Earlier this year а 
Saarc ministerial meeting was held in 
Dhaka to evolve a joint stand on ter- 
rorism. Finding itself almost isolated, 
India asked the other six member coun- 
tries bluntly during the closed-door 
negotiations if they had decided to gang 
up against it. So, no agreed formula on 
tackling terrorism could be evolved. 

The Bangalore summit opened amid 
reports that Indian troops were movin 
to Pakistan's border. Pakistani officia 
statements were enigmatic, but in pri- 
vate Pakistani diplomats asserted that 
an estimated 
had been moved close to the border. 
Later Pakistan's Foreign Secretary 


be 
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‚000 Indian soldiers | 


Abdus Sattar, addressing a press con- 
ference here, hinted at the troop move- 
ments, offered to sign the Nuclear Non- 
Proliferation treaty *any day, any time 
India is willing to do so." 

The tension between India and 
Pakistan was high enough to trigger 
speculation on whether Gandhi would 
go beyond elementary courtesies when 
Junejo called on him after his arrival in 
Bangalore. However, Junejo in his 
speech at the inaugural session of the 
summit suggested that Saarc countries 
should draw up a formal convention to 
make it obligatory for the members to 
inform each other of significant troop 
movements, define the numbers that 
would be considered significant and also 
to allow each other's observers to watch 
all major military exercises. 

Being the host country and thus con- 
strained from taking issue with Pakis- 
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tan, Gandhi in his meeting with Junejo 
complained about references to Indian 
р movements, which he linked to 
the Indian army's annual winter exer- 
cises. He said at a post-summit press 
conference that though Junejo had told 
him that reports of the testing of a trig- 
gering device for a nuclear weapon in 

akistan were utterly baseless, “I must 
confess.we are not utterly convinced.” 
Pakistanis, too, did not seem convinced 
that Indian troop movements were due 
to the usual annual exercises alone. 


ar more dramatic was the backdrop 

to Gandhi's talks with Jayewardene. 
Madras-based leaders of Tamil 
separatists who were put under house 
arrest on the eve of the summit were set 
free. Three top leaders of the Libera- 
tion Tigers of Tamil Eelam — the prin- 
cipal guerilla organisation in Sri Lanka's 
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Northern Province — were brought in 
an Indian Air Force aircraft to Banga- 
lore. Tamil Nadu Chief Minister M. G. 
Ramachandran also flew in and met 
Gandhi, who later refused to disclose 
what was going on. He argued that the 
negotiations between Sri Lanka and 
Tamil militants, in which India is play- 
ing a mediatory role, were at a highly 
delicate stage. 

But in their joint declaration, the 
seven countries condemned terrorism 
as constituting a crime against which all 
member states must cooperate. How- 
ever, they remained divided on the def- 
inition of terrorism. A committee was 
formed to procure from each member 
state its definition of terrorism to for- 
mulate a draft to be considered at the 
mid-1987 meeting of the Saarc foreign 
ministers. 

Saarc remained circumspect on the 
core area of economic, trade and indus- 
trial cooperation. Sattar said at his press 
conference that this area needed to be 
considered very carefully, because the 
economies of Saarc countries were com- 
ponen rather than complementary and 

ence there was not much scope for any 
big e med. of trade, especially be- 
tween his country and India. 

However, the second summit agreed 
to detailed expert consideration of a 
Bangladeshi proposal for multilateral 
institutional investment in the process- 
ing of agricultural commodities. It was 
also agreed that in view of the past suc- 
cess of Saarc countries in evolving a 
joint strategy on global economic issues 
at international forums, the Saarc 
foreign ministers’ meeting in India in 
May 1987 would consider coordination 
in Gatt and other global negotiations on 
North-South relationships. 

The concrete outcome of the summit 
includes the creation of a committee to 
devise cooperation for fighting the drug 
menace. The biggest drug conduit in the 
region, Pakistan, has been made chair- 
man of this committee. 

There was also agreement on setting 
up а Saarc meteorological information 
centre in India and an agricultural infor- 
mation centre in Bangladesh. Scores of 
Saarc-sponsored seminars — there were 
some 200 such gatherings since the 
Dhaka summit — to discuss non-con- 
troversial topics are slated for the com- 
ing Nune 

owever, one undeniable concrete 
achievement of the summit is the ap- 
proval for a permanent secretariat to be 
opened at Kathmandu in January with 
Bangladeshi diplomat Abul Ahsan as its 
first secretary-general. An agreed for- 
mula for funding Saarc operations 
makes India the top contributor fol- 
lowed closely by Pakistan. Officials dep- 
uted to Kathmandu by member coun- 
tries are to be paid by their own govern- 
ments. The next two summits are to be 
at Kathmandu in 1987 followed by Co- 
lombo in 1988, though dates for both re- 
main to be decided. — п 
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Snt come easy 


like you, we work hard for our money. 
This way, 
we can offer first class services and lower room rates. 
So your money can work harder for you. 











































At hotel rebar we understand. 
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hotel rebar taipei 


32 Nanking E. Rd.,Sec. 5, Taipei, Taiwan, R. О.С. 
Cable: HTLREBAR Tel: 763-5656 Telex: 14207 HTLREBAR 
Fax: (02)7679347 

OVERSEAS RESERVATION: 
UTELL International. CARDINAL Hotel Booking Service - 
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Make ће Asia Yearbook part of your Review 
subscription. Simply tick the relevant space in 
the coupon below and automatically receive the 
Yearbook. it gives you Asia minus the mystery. 
Minus the myth. A country-by-country survey of 
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Ws not doing the sewing, but we can 


tailor a system for you. 





Metres of fabric, millimetres of precision. 
Succeeding in the tailoring business requires a delicate 
balance between good sewing skills and good business 
skills. And lots of individual attention to each customer. 

Malaysias Spark Manshop turned to a solution 
from IBM to make its three branch stores a closely-knit 

| operation. Customer 
records and measure- 
ments are stored 
in the computer at 
each location, along 
with an inventory of 
fabrics on hand. 
' Whenever a customer 
walks in the door, the 
tailor knows how 
з much fabric he needs 
and where he can find it. The result is better control of 
inventory and better service. 

IBM is helping businesses of all sizes in countries 
all over Asia. We can help give you a perfect fit: 
hardware, software and our specialised experience to 
help get your business running more efficiently. 








A. Cathay Pacific we go to great lengths to achieve our prime objective: helping all 


our passengers arrive in better shape. 
In fact, long before your flight departs, we're selecting and buying the freshest ingredients 
for the meals we serve on board. 
And we take the same care with every aspect of our inflight service; from the wine we choose 
to the variety of newspapers and magazines we offer. 
As Hong Kong's airline, we are also in a unique position to select our cabin crew from the very best 
Asia has to offer. So you can experience the gracious hospitality of not just one, but ten Asian lands. 


Because we understand that when we pe-form better, so will you. 
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Ф ON a first date one never knows 
whether to go empty-handed, or to take 
chocolates, flowers or perfume. In the 
modern world all things are made sim- 
ple. When faced with this dilemma, 
one need only refer to Emily Post's 
pocket book of etiquette and turn to 
page 64. 

But nervous courtships take: many 
different. shapes, raising questions to 
which answers:cannot always be found ` 
he pages of a book. Consider 
{cFarlane’s first date with 
cof Irans Islamic regime. 
McFarlane should have stuck to choco- 
lates. 

Instead, he decided to play it safe, 
and took with him a few Colt handguns, 
a Bible signed by President Reagan, and 
а саке baked in the shape of a key... . 
very cryptic. The Iranian officials were 
immediately offended, and reportedly 
old the party that their own weapons 
ere far more sophisticated than a few 
i Colts. Veoh 

One can sympathise with McFar- 
lane. After all, he couldn't very well 
have gone to his local library and 
checked out a book on how to deal 
with Islamic fundamentalists. Realising 
the increasing néed for such a publica- 
tion, | have taken upon myself to help 
American officials in future. dealings 
with Iran by giving them a few pointers 
which 1 hope they can use to score next 
time: EC MENU ET 
@ PERHAPS most important is proper 
appearance .and attire, which should 
be selected with great care. However, 
contrary to what. Emily Post will tell 
you; neckties are definitely out. The 
general rule when dealing with revolu- 
tionary Iranians is to look as grubby as 
possible. 

Neckties are considered a symbol 
the bourgeoisie, and. should be duly 
bos Importance is given. to not 

wearing а Пе, as evidenced aboard 
flights of the national airline, Iran Air 
(or Iran Scare, as it is more fondly 
known). 

The crew's specially tailored shirts, 
with permanently buttoned down col- 
lars, make it difficult to wear a tie which 
would have to be intricately threaded 
under the collar. The emphasis would 
seem to be on the revolutionary look. 
| To make a good impression, one 
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wrinkled suit, a washed, un-ironed cot- 
ton. shirt, and old unpolished shoes. 
Ideally, the suit should be a dark-col- 
oured pinstripe; the pants should be 
slightly flared, and shirt worn open at 


next to last button. 

The piece de resistance should be the 
shoes which, if properly chosen, will im- 
press upon any lranian revolutionary 
the extent of your cultural knowledge; 
and will immediately make a good first 














of | 


must choose an outdated, preferably | 


the neck — though buttoned up to the | 
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"for the three day stubble, a 5 O'-clock 
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impression. The ideal footwear are old 
tattered pumps, worn in such a fashion 
that the back of the shoe (normally used 
to enclose the foot) is flattened to the 
heel to-create something akin to a slip- 
peroraclog. | 

Clean-cut and clean-shaven are also 
out: they ‘contradict the first гше of 
looking as grubby as possible. One 
should try for at least a three-day stub- 
ble, though the hair should be mod- 
erately short and neat, parted. from 
the left side. It should not be blow- 
dried or styled, which is. immediately 
suspect. = : 

If a meeting with Iranian officials is | 
hastily set, so that one doesn't have time 


shadow. would do, but the hair should | 
then not be neat, it should be uncomb- 


edi 

9 SIMILAR care should also be taken 
in selecting one's mode of transport to 
Iran: private jets are anathema in post- 
revolution. Iran, representing.a symbol 
‘of the bourgeosie; they are reserved 
exclusively for the ruling clergy. One 
should fly Iran Scare — if nothing else, 
the airline is egalitarian, as there is only 
one class, the revolutionary class. 

You will realise the importance of at- 
tire when you appear at the check-in. 
The 'ill-dressed' crew in the neckties are 
the small fish; the man in the 
background with the wrinkled suit and 
the three-day stubble is not a baggage 
porter, but the station manager. Prop- 
erly .dressed travellers will, as if by 
magic, be identified in the scrum of pas- 
sengers, and be given the best seats. 

Once on board, one will notice that 
the golden rule of looking as down-trod- 
den as possible applies equally to 
women, Unlike elsewhere in the world, 
Tran, Scare  stewardesses are not 
chosen. for their good looks, and so | 
travellers who. feel they might have | 
lucked-out when they find themselves in 
the. presence. ofa. pretty stewardess, 

ould not be too suprised to find that 










avoided. — o0 5 











her well-practised offhandedness more 
than compensates for her lack of plain- 










be made throughout the flight; and 
whether they are in English. woul 

seem to depend on the linguistic whims 
of the. steward making the announce- 
















~ Generally, an announcement will re 
mind women to observe’ the. 
hijab and keep their arms, legs and h 
covered. There will be a ‘well-dresse 
gentleman sitting right outside th 
cockpit facing the cabin. He is the re 









for seeing that wom 
leg or arm or hair, and that 
cosmetics. Не: is also resp 
making sure. that an 










Before the government came up with: 
the pasdar idea, flying Iran Scare was a 
very different experience... Lovely, 
olive-skinned young women dressed 1 
figure-hugging floral frocks would glide. 
down the. aisle: past clean-shaven Hl- 
dressed’ young men. Just before land: 
ing a queue would form in front of the 
lavatories and, in turn, these fleeting. 
butterflies would emerge from the cubi- 
cles like shapeless caterpillars, lagged in 
their hijabs.. | 
@ AND now a few post-arrival tips; 
After locating your luggage (Iranian 
baggage. handlers аге гаѕ enthusiastic 
about losing bags as their. counter: 
parts elsewhere), you may be lucky 
enough to find a luggage cart or a port- 
er, or both. Give the porter a 1,000-rial 
note and casually say to him, siyasi, . 
thus informing him that you are a dip- 
lomat. 

. Whether or not this is true, he will 
load your luggage on top of the cart and. 
make his жау through thé serpentine 
queue, shouting at the top of his voice, 
“siyasi, siyasi,” and you will be whisked. 
through customs. 1 

Now to return to the question of 
gifts. The rules of bribery are complex 
in the extreme, ànd so it is better to 
be safe than sorry and stick to simple 
presents. Flowers are always а safe 
bet, and Iranians are definitely affi- 
cionados. 

Саке, a traditional Iranian gift, is also. 
good, and impusted cake even better. 
But a word of warning: stick to round 
cakes, or rectangular ones — avoid the: 
temptation of being cryptic by taking 
key-shaped cakes. Chocolates, thou: 
for obvious reasons not the liqueur vari 
ety, are also good: Bibles, especially i 
signed by Reagan, are not.a good idea 
If you really want to: pass on a. holy 
work, the ideal gift would be an expen 





























































































































Ву Моһап Ram in New Delhi 


ilitant student power is challenging 
| the traditional leadership of the 
|| movement for a separate Jharkhand 
state comprising the tribal tracts of 
Bihar, West Bengal, Orissa and 
i Madhya Pradesh states. 
+ The call last month by the six-month- 
old All-Jharkhand Students Union to 
the ee to “abandon the tradi- 
tional path” of parliamentary lobbying 
which even after 50° years has not 
achieved “anything,” gives a new edge 
‘tothe Jharkhand state demand and pre- 
sages turbulent | extra-constitutional 
ruggles bypassing the political parties. 
The union’s three-day conference at 
mshedpur in Bihar state, attended by 
representatives of all political parties, 
asked members of parliament and state 
legislatures from Bihar's tribal tract to 
. resign their seats by 1988. It asked the 
. political parties active in the region to 
_ boycott future elections and join mass 
" agitationsto press for Jharkhand. 
Surya Singh Besra, a post-graduate. 
student of the Ranchi University who 
leads the union, set the tone for the con- 
“ference with a. broadside at the tradi- 
. tional leadership and the existing Jhar- 
khand political parties — the Jharkhand 
Mukti Morcha and the Jharkhand Party 
— when he said the movement now was 
^ like a ship without rudder: 
The student leaders seem to have 
|, taken the lesson from Assam where the 


























PAKISTAN . 

No, cabinet 
minister? 

Junejo's anti-corruption drive 
brings him new problems 








By Husain Haqqani in ийалїйһаа 


he dismissal of a cabinet minister 
| accused of corruption has created 
new problems. for Pakistan. Prime 

j Kh 


ful action against other al 
“senior officials, and Јипејо 
prospect of rifts within the ruling Pakis- 
tan Muslim League (PML) over his 
-anti-corruption campaign. 
^ Federal Commerce Minister 
Mohyuddin Baluch was removed from 
the cabinet for his alleged involvement 
in corruption at Pakistan's Export . 
Promotion Bureau. Balu been 
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The turbulent tribe 


Students take over the agitation for yet another state 


, 


| Student protest the Assam initiative. 


| for allegedly receiving kickbacks on the 










All-Assam Students Union led an agita- | 
tion for five years against illegal immi- 
grants. After winning significant con- 
cessions, the Assam student leadership | 
converted itself into a political party to 
fight the eleztions in early 1985 and won 
тасу tc rule the state. 

pubes 10у, the conference was 
called after the student leaders visited 
Assam and later the Darjeeling area of 
West Bengzl where the agitation for a 
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‘condemn the Gorkhaland agitation en- 











couraged the students to adopt a milit- 
ant posture on Jharkhand. Another fac- 
tor is the concessions made to the Mizos 
who had carried on an insurgency for 20 
years to press their secessionist demand 
but have now settled for a state within 
India. 

There were eloquent references at 
the conference to the Assam, Mizo, 
Gorkhaland амі Sikh secessionist 
movements and even suggestions of an 
insurgency to achieve the Jharkhand 
cause. Sensing the mood of the stu- 
dents, a legislator belonging to the Jhar- 
khand> Mukti Morcha. felt obliged to 
exhort the people to sell.their jewellery 
to buy guns for thé movement. 

The cauldron of tribal discon- 
tent has been boiling from time 
totime in Bihar where the move- 
ment is strongest. There have 


against the exploitation of the 
tribals by forest officials, timber 
contractors, money lenders and 
landlords. An unimaginative 
state’ administration has been 
siding openly with the vested 
interests. Officials routinely 
harass tribesmen for illegal fell- 
ing of trees at the instance of 
the contractors. Cases of tribal 
г women being raped by petty of- 
< ficials and contractors' men are 
"common. 

The demand for a Jharkhand 
state has been voiced again 
and again during the past 50 
years. The region constituted 
а. single administrative unit 








stripped of the commerce portfolio in 
late October but retained a seat in the 
cabinet pending an investigation of his 
role in an export scandal. Several senior 
civil servants of the Commerce Ministry 
were also. removed from their positions 


allocation af export quotas for cotton, 
Pakistan's major foreign-exchange 
earner. 

Sources close to the prime minister 
told the REVIEW that evidence was 
found linking Baluch to the corrupt of- 
ficers, “leaving no doubt that he was the 
patron or direct beneficiary of their cor- | 
ruption.” Although the press has given | 
extensive coverage to the scandal as | 
well as to Baluch’s removal, Junejo has | 
not yet mace any detailed public state- 
ment on the subject. 

Baluch and his Supporters claim that 
the dismissed minister has been made a 
scapegoat to demonstrate the serious- 
ness of the prime minister's. promises of | 
eliminating corruption. “Let. them 
charge me in court if they have evidence 
against me,” Baluch tald the press. 
‘Politicians from Baluchistan rushed 
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known as the South-West Fron- 






been. many. localised outbursts & 





to support Baluch, who was the only 
full-ranking cabinet minister from their 


province. Baluch had apparently been , 





counting on his ethnic background an 


his credentials as a member of the royal - 


family of the former princely state of 
Kalat to retain his ministry despite the 
scandal. Otherwise there was no reason 
for him not to have resigned when asked 
to do so by Junejo through his political 
adviser, Raja Zafarul Haq — an ardent 
anti-corru ption campaigner. 


> upport for Baluch by Baluchi politi- 
cians, including members of the op- 
position, has made his dismissal an 
ethnic issue. Baluchistan is Pakistan's 
least. populated and most underde- 
veloped province and has often had 
grievances against Islamabad. The un- 
ceremonious removal of the province's 
representative in the cabinet could re- 
vive ethnic sub-nationalism, which had 
declined somewliat due to massive 
development programmes funded by 
the federal government. 
“Ethnic representation had been the 
major factor in Baluch's selection as a 















































tier Agency under the rule of the East 
India Company, but its disintegration 
began after the British Government 
took over India in 1857. By 1936 the 
area had been split among four pro- 
vinces. 

Thus, to succeed, the Jharkhand 
movement has to take on four state gov- 
ernments and force New Delhi to 
amend the constitution to create a new 
state. In contrast the Gorkhaland agita- 
tion, at least for the present, relates only 
to West Bengal. 

There are other problems too. Jhar- 
khand does not consist of a single ethnic 
group as in Gorkhaland. There are 
many tribes who speak several different 
dialects. The choice of a link language 
for the tribes and the location of the 
state capital would prove divisive issues. 

The demand is also not uniform in its 
intensity. Although it was claimed that 
the student conference would be at- 
tended by leaders from all the four 
states, it was a Bihar- West Bengal show 
ecause nobody from Orissa or Madhya 
Pradesh attended. The movement has 
to reckon with yet another reality. In- 
flux of outsiders has reduced the tribes- 
people to a minority in several stetches 
of the Jharkhand region. 

Yet the movement the students are 
planning has a lot of potential. The birth 
anniversary of Mahatma Gandhi on 2 
October was observed as a black day by 
large crowds of students who picketed 
government offices. Now they plan to 
block rail and road traffic to obstruct the 
flow of mineral wealth from the region 
to the rest of the country. This is re- 
miniscent of the “оп blockade" by the 
Assam students who did not allow crude 
from the state's oil wells to be shipped to 
refineries outside. 















































federal minister, first by President "E 
ul Haq in 1979 and then by Junejo last 
year. Although the longest continu- 
usly serving minister in recent Pakis- 
tani history, Baluch was not known for 
competence and had once before been 
implicated in a corruption scandal as 
communications minister. It was said 
then that the minister had committed 
"irregularities" in approving inter- 
national bids for the installation of 
digital telephone exchanges in the coun- 
try 


The PML has so far failed to 
capitalise politically from the first major 
move against corruption in govern- 
ment, mainly because the ethnic issue 
has clouded other factors. Junejo is 
being accused of failing to act against 
other corrupt officials because their 
constituencies are politically more cru- 
cial from the prime minister's point of 
view. A member of parliament said: 
“Тһе prime minister will have to dismiss 
and prosecute all corrupt ministers if he 
wants to gain credibility. He would do 
well by starting close to home in Sindh 
[Junejo's home province ]." п 
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BANGLADESH 


President and parliament 


With the lifting of martial law, civilian legislative politics resumes 


By S. Kamaluddin in Dhaka 


Ек the second time in Bangladesh's 
brief independent history, parlia- 
ment has legitimised an existing martial- 
law regime. On 10 November, the na- 
tional assembly amended the constitu- 
tion ratifying all the actions of the mili- 
tary regime which took over power in 
March 1982. Because of the amend- 
ment, also called the Indemnity Bill, 
none of these actions can be contested 
in a court of law. 

President H. M, Ershad, who resign- 
ed in August as the chief of army staff 
and got himself elected through the con- 
troversial presidential poll on 15 Oc- 
tober, ended military rule soon after 
the passage of the bill through a pro- 
clamation in his capacity as the chief 
martial-law administrator (CMLA ) and 
revived the suspended constitution. He 
gave his assent to the bill the following 
day. 

In early 1979, then president Ziaur 
Rahman, who was concurrently the 
CMLA, also withdrew martial-law rule 
after the passage of a similar constitu- 
tional amendment. The only difference | 
this time was that while Zia had not him- 
self brought in martial law in the coun- 
try, his ruling Bangladesh Nationalist 
Party (BNP) had the necessary two- 
thirds majority to pass the amendment 
bill. 

Ershad had imposed martial law | 
after a bloodless coup in March 1982 but 
his ruling Jatiya Party (JP) needed the | 
support of 13 MPs belonging to four | 
minor Opposition parties, as well as 
three independents to pass the constitu- 
tional amendment. The Awami League- | 





led mainline opposition and the or- 
thodox Jamaat-e-Islam boycotted the 
session. 

In the event Ershad scored a clear 
victory over the Awami League al- 
liance, which came close to splitting in 
the attempt to block the passage of the 
bill. One component of the alliance, the 

ro-Moscow (Communist Party of 

angladesh (CPB), had stated earlier 
that it was in favour of attending parlia- 
ment and three other leftwing parties 
also supported the CPB. However, the 
CPB later said that it would not take any 
decision independent of the Awami 
League. 

In his address to the nation on 10 
November, Ershad said that the pledge 
he made to the nation four-and-a-half 
years ago for transition to democracy 
had been redeemed with the completion 
of the last phase of the process. He reit- 
erated his administration's firm com- 
mitment to a multi-party democracy 
and added that the withdrawal of mar- 
tial law would "usher in a new era in the 
history of the nation." 

Awami League chief Sheikh Hasina 
Wajed told a hurriedly called press con- 
ference at her official chamber in the 
parliament building that the passage of 
the bill was a "black chapter in the na- 


| uon's history," adding that “it was a 


fraud perpetuated шо the parlia- 
ment without approval of the people." 
Hasina also described the support of the 
bill by the two smaller component par- 
ties of her alliance "as betrayal of the 
people." 

The other mainline opposition al- 
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liance led by the BNP organised a suc- 
cessful countrywide general strike on 
10 November to protest the passage of 
the constitutional amendment. Address- 
ing a public rally later that afternoon, 
BNP leader Khaleda Zia, widow of the 
late president Zia, alleged that she had 
been detained at her residence by the 
police earlier that day. The Home 
Ministry subsequently denied the alle- 
gation. 

During the strike in Dhaka sporadic 
clashes between rival groups took place 
and a boy was killed. While police said 
that the boy was killed by a splinter of a 
bomb thrown by the strikers, the BNP 
claimed that the death was caused by 
police shooting. However, as the body 
of the victim was snatched away from 
the hospital by the mob an autopsy 
could not be carried out to ascertain the 
actual cause of death. 

The next day the BNP observed a 
“protest day” for the alleged killing of 
the boy by the police, and while address- 
ing a rally Khaleda said that the pass- 
age of the bill was not acceptable to the 
nation since parliament itself was not 
elected by the people. She called for 
toppling of the Ershad government 
through a massive agitation throughout 
the country. 


he leftwing leader A. S. Rab, whose 

four followers voted for the bill, 
called for the representation of different 
professional groups, including the 
armed forces, in parliament while dis- 
cussing the amendment to avoid “one 
party and repeated military rule in the 
country.” To ensure this, he said that 
the membership of parliament should 
be raised from the present 300 to 
500. 

Currently 300 parliamentary seats 
are directly elected by the people while 
30 more reserved for women are chosen 
by the MPs. 

While Ershad has maintained that 
the Bangladesh armed forces were not 
like other conventional ones and should 
be given “a [political] role to play,” he 
has never suggested that the army 
should be represented in the parliament 
nor any cabinet post be reserved for 
them. He has said the army's role 
should be decided by the parliament 
and е бар that the military may be 
involved in the country's development 
process. 

However, with strong support from 
the Rab group in parliament, the 
thinking within the ruling JP and among 
the military leaders may undergo cer- 
tain changes. Even without an en- 
hanced role for the military, Ershad ap- 
pears to be in firm control of the politi- 
cal situation. 

Now that martial law has been lifted 
the Awami League may "cease to 
boycott" the parliament, according to 
Hasina. The BNP is trying hard to re- 
vive its agitation against Ershad, but is 
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The changing of Напої ѕ 
ideological old guard 


qu yeer may well go down in the 
annals of the Vietnamese Com- 
munist Party (VCP) as an important 
turning point. Amid urgent prepara- 
tions for a planned “rejuvenation of the 
party leadership," to be consecrated at 
the sixth National Party Congress 
(NPC) expected to take place in De- 
cember, the party lost two of its top 
leaders. 

In July. then VCP secretary-general 
Le Duan, 79, and Gen. Hoang Van 
Thai, 72, both of whom had held lead- 
ing positions in the communist party 
for more than half a century, passed 
away. 

Meanwhile, the prolonged "struggle 








between the two lines" (between “prag- 
matists" aad "ideologues" within the 
party over the future direction of Viet- 
nam's political and economic develop- 
ment) had reached a climax. Prominent 
leaders of the ideologues, including 
Vice-Prem er To Huu and Vice-Pre- 
mier Tran Phuong, were ousted from 
the government. Together, these events 
forged a new beginning in the Vietnam- 
ese communist tradition. 

The death of the two leaders sym- 
bolised th» approaching end of the 
dominance of the communist move- 
ment by one generation of leaders. 
Meanwhile, the purging of prominent 
members of the government could 
lead to the end of the relatively har- 
monious collective rulership that has al- 
ways been a hallmark of Vietnamese 
communism, 

Until recently, the VCP had escaped 
the repeated crisis of leadership succes- 


а a 





sion that has characterised the com- 
munist parties of the Soviet Union and 
China. Indeed, if anything, stability, re- 
silience and continuity have been the 
unique characteristics of the Vietnam- 
ese political leadership. For more than 
half a century, the VCP has been under 
the leadership of the same group of 
comrades — often classmates and child- 
hood friends — of the same chronologi- 
cal generation. 

orn during the 1904-10 period, 
they had joined anti-colonial activi- 
ties in the student ferment of 1925- 
27. Sooner or later, they had joined 
the pro-communist movement “Than 
Nien" (Youth) of the late 1920s an 
then the Indochinese Communist 
Party, founded by Ho Chi Minh. 
All the top-echelon leaders of 
Vietnam today, including 
Truong Chinh, VCP secretary- 
general, Pham Van Dong, prime 
minister, Le Duc Tho, VCP sec- 
retary in charge of party organi- 
sation, and Pham Hung, minister 
of interior, belong to that genera- 
tion. 

The ties that bind these men 
have been their political experi- 
ence. Throughout the 1930s and 
until 1945 that shared experience 
included political persecution 
and a life in prison. Virtually all 
members of the VCP politburo 
until 1975, for example, had 
"graduated" from one French 
prison or another. It was here, 
and not at the University of 
Hanoi, that many received their 
training in general education and 
in Marxist-Leninist theories. 

Pham Van Dong, for example, 
taught history, literature and mathema- 
tics, and Le Duan instructed Marxism- 
Leninism at the "revolutionary univer- 
sity" — the prison islands of Poulo Con- 
dore — from 1932-36. Following the 
communist seizure of power in 1945, 
they then shared the 30-year experience 
of building and managing a new nation- 
state while prosecuting two excruciat- 
ing wars against two major powers — 
France and then the US. 

This experience further strengthen- 
ed the stability and unity of purpose 
of the inner circle of this leadership, one 


Dr Huynh Kim Khanh is the author 
of Vietnamese Communism 1925- 
1945. He is Research Associate in 


East Asian Studies at the Univer- 
sity of Toronto, Canada. 
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` gence experts оп Vietnam, who før de- 
cades searched in vain for signs of rift 
and disunity. 

It is within this context that the death 
of the two Vietnamese leaders and 
the purge of the ideologues are signifi- 
. cant . ^ 

‘Leadership succession, | belatedly 
, recognised. as a political issue by the 
/. VCP only in the final years of the war 
“with the US, has now become prob- 







experienced, but ageing, leadership? 
‘Will the leaders of tomorrow be able to 
| maintain the continuity, stability and 
‘unity of the present generation in facing 
© new problems? 
| These have been the recurring 
themes of political discussion in Viet- 
пат since the liberation of the country 







-preparin 
h.NPC, Tap Chi 
Р iew of Communism), in 
its May issue, stated bluntly: “Many 
comrades are ofd and feeble and do not 
have the good health or competence to 
cope with the new demands of the rev- 
olution.” 

The official party organ, however, 
insisted on the importance of ensuring 
“continuity” of party leadership and a 
smooth handover of power to a new 





| generation of rulers. Tap Chi Cong San 


lematic for Vietnam as well. Who would: |: 
he suitable leaders to replace an able. | 


party: 








went on to lay down the guidelines for 
age limits at each level, stating for 
instance that the majority of those 
elected at the provincial level should 
be aged 40-50, and those at the dis- 
trict level 35-45. It added that some 
members should be younger than the 
guideline average, in order to ensure 


the preparation of a third generation of. 
‘leaders. 








^. GHowever, by opting for 
— future leaders who are now i 
: their 30s and 40s, the _ 
Vietnamese Communist Party. 
has decided on di new 
direction. 












` The new leading cadres who will 
soon appear on Vietnam’s political 
scene «ill rendo an unknown quantity 
for outside observers for some time. 
No one, including those inside the 
country; can comment with any cer- 
tainty on their political. competence 


and, thus. about the future course of^ 


Vietnam's domestic and 


foreign 
affairs. 


However, by opting for future lead- | 


ers who are now in their 30s and 40s, the 


VCP has decided on anew, direction: Ín | more accessible. Vietnam. 
















‘bypassing t e gener. on of the 
are in their 50s апа older, th rty. 

placed confidence in the Vietname 
revolution's own offspring — tho 
whose childhood and maturing yi 
have been nurtured under the VEPs 
tutelage during the wars against France 
and the US and not those whose | 
tal memory and personal experien 
had: been tainted with French colonial 


| rule and "feudalist" vestiges. - 


This decision also signifie 
sion of failure of Maoism in Vie 


^an. entire generation who’ ha 


raised under the shadow of. 
thought, with its predilection for “re 
ness,” or political commitment, оуеге 
pertise in technical matters, and who 
claim to the mantle of leadership had 
been predicated on its capacity for 
ideological exhortation: rather than 
knowledge of-more mundane. matter 
televant to contemporary Vi 
society. 
The ouster of the ideologues 
leading positions in the government is 
thus in line with current thinking. In the — 
long run, the recent events could bring 
abouta “more Vietnamese” leadership, 
one whose ideas and actions are con- 
ditioned by Vietnam's present and per- 
ceived future needs rather than by ou 
dated and bankrupt concepts imported | 
from abroad. They could lead also to a 
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The new code of 
liveandletdie — 


By Jagdish Bhatia in Calcutta 


hripat Dubal, a:Bombay. policeman with a histery of 
schizophrenia, set out to see the police commissioner 
about his wife's problems in applying for à vegetable ven- 
dors licence. Turned. away бу а brusque guard, Dubal 


ablaze. 


and the lengthy court case that followed has provoked a 
idespread debate. in both legal and lay circles on a funda- 
mental issue reflecting the basie convenant between society 
and the individual, and the latter's option of ultimate dissent. 

The-debate has focused on the recent historic judgrrent of 
the.Bombay High Court, which ruled that an individual's 
Trightito dive includes its opposite: the right to die by ending 
one's life, Hitherto, attempting suicide has been punishable 
by imprisonment of up to a year. 


‘tention of a leading Bombay lawyer, Shrikant Bhatt, who 





poured ‘kerosene over his clothes and tried to set h mself 
While he was re recovering in hospital, Dubal was ШТ 


with attempted suicide, a crime under Section 309 of the In- > 
dian Penal Code. Dubal's failed suicide attemptin April 1985 . 


Dubal’s case became a cause celebre and attracted ће at- 








submitted.a petition to the Bombay High Court arguing that 
Section 309, drafted by Lord Macaulay in 1885, should be 





deemed unconstitutional, Bhatt argued that Section 309 vio- 
‚ lated thé right to life and liberty as guaranteed in Article 21 of 


| 

| 

| 

the constitution and the right to equality provided by Article | 
14. Furthermore, Bhatt. argued, the punishment prescribed 

by law was “barbaric, cruel, irrational and self-defeating. | 

The controversial сазе сате up before justices P. B, Saw- | 

ant and B. G. Kolse-Patil, who upheld all three points raised | 

by Bhatt. Noting that the fundamental rights had both posi- | 

tive and negative aspects, that freedom of speech included | 

freedom of silence, Ne judges ruled that it logically followed | 

| 

| 

| 


_ that the. freedom. to live implied the right not to do so and to 
terminate one's life. It was held that the right to live must in- 


clude the right to livelihood and human dignity; curtailment 


‘or deprivation of the latter involved negation of the right to 
“existence. 


Comparing the punishments prescribed for murder and 


' attempted suicide, the-court pointed out that while distinc- 


tions were drawn between culpable homicide and first- ко 
murder, all cases of attempted suicide, whatever the cir- 
cumstances and motivation, were- arbitrarily treated the 
same. Suggesting that those who attempted suicide needec 
psychiatric treatment rather than penal imprisonment, the 
judges observed that the prescribed deterrent could hardly 


chose not to live. The court, however, drew a clear distinc- 
tion between attempted self- destruction and its abetment, in 


| 
| 
«prove. effective against those who, for whatever reason, had | 
| 
| 
















PAINTING 


Obstacles to 
expression 


Ву Alisa Joyce in New York 
n 1979, during the days of Democracy | 
A Wall activism in China, young artists 
took to the streets of Peking to demon- 
rate for their right to exhibit modern 
rt. Today in New York, many of the 
same artists are still struggling for exhib- 
ition space and attention, but now they 
face obstacles more: numerous and com- 
plex than the political and cultural con- ; 
bosses. . 


































exhibition space, а 
поса! апа mode 
sulted уеге а watershed in the-move- 
ment to liberalise Chinese culture. Be-. 
ginning in the early 1980s, however, cul- 
tural policies er Deng Xiaoping © 
were tightened, the movement disap- 
peared from. public: vie B 
E about. real. 


they have solved. 





tibet 





In the past three or four y 

| of China's modern artists — both the 

Xingxing and others influenced by their 

^| daring — have found ways to leave 
;. China for New York and Paris. Theyare . 

drawn, of course, by the promise, of 

freedom. they have: talked. 56: much 








those in China. 








about, anc by the seemingly limitless 
opportunit.es for. expansion and growth 
as artists. But'the competitive and con. 
mercially dominated art worlds that 
| they have encountered have posed as 

many new oroblems for these emigrés as. 


The mest pressing and all- -pervasive 
problem is money — none of the recent 
emigrés anticipated the degree to which 
money opens doors and creates oppor- ` 
tunity in the West. In Peking; artistic re- 
strictions were dictated by the political 
dogma of cultural overseers; in New: 
York the »ottom line of marketability, 
| results in restrictions on creativity which 
many artists say is similar in effect to 


Chen Yifei is one of the few success- 
ful. Chinese artists working. in. New 
York. Yet his success is derided by his 








| 
| 
fellow Chinese as a sell-out to the com- | 
mercial market. In Peking he was a | 
highly regarded socialist-realist painter, | 
and in New York he excels in skilled 
portraits of wealthv individuals. "He 
moved very smoothly from flattering 
the upper class in China to successful 
flattery of the bourgeoisie here," а 
young modernist observed, 








Cc may be envied for his financial 
gains, but not for his creative talent, 
according to- other Chinese artists in 
New. York. The younger modernists 
and realists — categories which broadly 
; define the groups working here — share 
an. enthusiasm for innovation, ex- 
perimentatior? and recognition: But 
they must learn.to market themselves, 
to study the likes and dislikes of a capri- 
$ Western. market and to present 


















the form of euthanasia — held to Бе tantamount to homicide. 

The watershed judgment is the culmination of periodic at- 
tempts by the judiciary to modify or repeal what has lon 
been felt by many to be a harsh and senseless statute. In 197 
the Law Commission had recommended its deletion, and a 
bill to that effect was introduced in parliament but was never 
voted on. In 1985, the chief justice of the New Delhi High 
Court had stayed prosecution of attempted suicides. Al- 
though he did not rule on the penal clause concerned, he de- 
scribed it as “а blot on our statute books." 


т issue, however, had earlier gained poignant promi- 
nence in 1980 when 85-year-old Gopal Mandlik decided 
to exercise what he believed to be his fundamental right to 
put an end to his existence as the logical conclusion to an ac- 
tive and well-ordered life. As this involved an infringement 
of the law, he wrote to then prime minister Indira Gandhi 
seeking her intercession in repealing what the writer believed 
to be an unjust proscription, but one which he nonetheless was 
reluctant to violate. However, when he received no reply, 
Mandlik took his life into his own hands and poisoned himself. 

Mandlik's death led to the birth of the Bombay-based So- 
ciety For the Right to Die With Dignity, headed by Minoo 
Masani, an outspoken champion of the rights of the indi- 
vidual. While Masani and many others have hailed the Bom- 
bay judgment as a “milestone” for personal liberty, a number 
of reservations have been expressed regarding the decision 
and its possible criminal misuse. Although the Bombay High 
Court. has clearly pronounced against the confusion of 
suicide with so-called "mercy killing." there is a feeling that 
such distinctions could become blurred. 





themselves as a new, exciting commod- 
ity to galleries and buyers. In learning the 


centre of an exciting controversy, Yuan 


"УЛЕШ? ТЕЧ Ss VIR 
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Last year, a Janata Party member introduced a bill in the 
Maharashtra assembly seeking legal protection for medical 
practitioners who, at the behest of terminally ill patients, 
withdrew life-supporting treatment from them. Although the 
bill is іп abeyance, it hasbeen publicly supported by the right- 
to-die lobby which is in favour of voluntary euthanasia — de- 
termined by the subject rather than a decision taken by 
others on behalf of a terminally ill patient. Doctors, social 
workers and others fear that the distinctions between suicide, 
voluntary euthanasia and mercy killing are open to misin- 
terpretation and the exploitation of legal loopholes leading 
to "E consequences. е . 

While proponents of the right-to-die concept have argued 
that the 1961 amendment of a similar law in Britain did not 
lead to an increase in suicides, potential abuses remain a dark 
question over a sombre issue. The Hindu pu ective on the 
problem is also ambivalent. It is generally felt that Hinduism, 
like all other major religions, proscribes self-destruction. 
Sawant himself has been quoted as saying that the Hindu 
dharma is against the taking of one's own life, except in cer- 
tain specified circumstances. However, scriptural references 
in support of the opposing view have also been quoted, as has 
the remark made by Mahatma Gandhi that he would rather 
claim his right to die than to live on as a vegetable. 

In a bizarre reversal of roles, supposed liberals who 
favour the right-to-die idea have been known to cite the long- 
banned tradition of sati and the self-immolation of Rajput 
women to save themselves from dishonour to gain accept- 
ance for their credo. In a country where a bride is said to burn 
every 12 hours, this searing testimonial adds cruel irony to 
the debate on the right to live and die. 


tion. It will not have much effect, he 
acknowledged, “Би! without these ideas 
no reform in China can succeed. " 


ther Chinese artists in New York are 
more cynical about the motives and 
intentions of the group and their mani- 
festo. Chen Danging, a young painter 
from Peking who did not sign the docu- 
ment, calléd the manifesto political 
rhetoric similar to that used bv officials 
in China. He charged that these artists 
have still not learned to separate art 
from politics. “The real question now 
facing artists in and outside of China is 
not that of freedom, but that of qual- 
ity," he insisted. *How do we paint 
| something really new?" 
Chen's question is one that plagues 
all of the Chinese artists who only re- 
cently have been exposed to 20th-cen- 


art of self-promotion, one of their most 
valuable assets is their long years of train- 
ing in the custom of jiao guanxi (establish- 
ing contacts) — called “networking” in 
New York jargon. It is a major avenue 
to success in this world as it is in China. 
Many of the artists find it difficult to 
reconcile themselves to their sudden 
anonymity in the West. Yuan Yunsheng 
is one of China's foremost modern art- 
ists. In 1979 he was commissioned to do 
a mural for the Peking Airport; in a de- 
liberate challenge to the conservatism 
of the cultural officials, he included 
three nudes in the stylised painting of a 
minority festival. The response was out- 
rage, and the nudes were covered up by 
boards to spare the delicate sensibilities 
of Chinese travellers. From being the 
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now shares a similar anonymity with 
other emigré artists in New York. 

At the end of 1985, Yuan banded to- 
gether with other prominent Chinese 
artists including Wang Keping and Ma 
Desheng from the Xingxing group and 
formed the Chinese United Overseas 
Artists group. Seeking strength and rec- 
ognition through unity, these artists 
used the group as a forum from which to 
issue a manifesto which called for a new 
starting point for Chinese art, and urged 
the Chinese people to “bring about a 
new man with complete freedom and 
creative spirit.” The manifesto ended 
with a declaration that: “The world is 
gazing at the future of Chinese Art!” 

According to Yuan, the manifesto 
was just one step in an unending effort 
to pressure change in the right direc- 
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tury Western art. Chen included his 
large portraits of Tibetan peasants in a 
Manhattan exhibition in June. In 1978 
these paintings were exhibited in Peking 
and were tremendously influential on 
the dominant realist tradition there. Al- 
though he has been studying and paint- 
ing in the US for four years, Chen has 
not been able to apply his talent to any 
other subject than the Tibetans. “One 

rson can only do one thing well in a 
ейте,” he said. Yet his most recent 
work is based on old Головы and 
lacks the vitality, freshness and power 
of his original portraits. 

Other artists have leapt more reck- 
lessly into the new wealth of choices 
available to them here. 

Xing Fei came to New York two 
years ago, after 15 years of training in 
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the tradition of classical Chinese paint- 
ing. “The language of art in the 
academies was too limited,” she 
explained. “After my first year here I 
realised that I had to abandon all the 
techniques Га learned. My education 
was too sweet and I was unable to paint 
badly, to paint paintings that weren't 
pretty. The style had limited my ability 
to do anything new.” She feels that 
many other Chinese artists in New York 
are restricted by their own culture: 
“Why haven't they changed? If your 
legs had been bound from birth and 
then you suddenly wanted to run, you'd 
find that you can't go anywhere." 

Xing was one of the painters fea- 
tured in a recent exhibit in New York 
called “Avant-Garde Chinese Art." 
From her early experiments with ink 
and oil abstractions and dream-like ex- 
pressionism, she has now moved on to 
construction pieces and large works of 
conceptual art. Her “Window with Wall" 
is a three-dimensional construction paint- 
ing that recalls traditional Peking archi- 
tecture. It hangs in the door-way of the 
gallery and, looking through the window, 
the visitor enters a gallery filled with ex- 
periments in Chinese modernism. 

Of the 10 artists included in the 
exhibition, seven were participants in 
the original Xingxing Exhibition in 
1979. Yan Li is one of the more promi- 
nent members of that group, and his col- 
ourful surrealistic paintings are the most 
playful of those included in this show. 
He only arrived in New York a year ago, 
yet his connections in the community of 
New York artists, agents and galleries 
are already extensive. 

His recent work is inspired by the 
urban environment of Manhattan and 
the pop-art construction which domi- 
nates the trendiest new galleries. He 
says he is not looking for commercial 
success; “Your environment changes, 
so your mind changes. I see history 
change, art change and therefore my 
own style changes. Maybe next year ГЇЇ 
choose another style to express myself. 
If I can sincerely express myself, then 
that is my success in America.” 

To call this an exhibit of avant-garde 
art is appropriate only in the context of 
Chinese cultural history. For a Western 
viewer there is nothing avant-garde 
about the paintings and very little that 
could be called truly innovative by New 
York standards. By Chinese standards, 
however, the abstraction of Ma's ink 
scrolls, the strange nostalgia of Xing’s 
“Window” and the comic figures of 
Yan's surrealistic paintings are all truly 
new and compelling. 

In viewing the broad range of styles 
and perspectives featured in this exhibi- 
tion, it is clear that many of these artists 
are exploring in vastly different direc- 
tions. While their efforts at this point 
may only be a curiosity in New York gal- 
leries, perhaps in the long run such 
energy will influence more experiments 
in саи cultivation in China itself. Kl 
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BROADCASTING 


The credible Urdu 
voice of the BBC 


By Ahmed Rashid in Lahore 


үү henever there is the whiff of a po- 
litical crisis in Pakistan, there is a 
sudden lull at 8:30 every evening. 
Trucks anc camel carts come to a halt as 
drivers gather round tea shops with 
radio sets. The bustle of the bazaar 
slows, and in villages peasants head for 
the house with a radio. Even senior 
bureaucrats and politicians retire from 
exclusive dinner parties to a quiet room. 
It is, quite simply, time for the BBC's 
evening news in Urdu. 

The BBC's Urdu service, a half-hour 
bulletin in the evening and a shorter 
morning bulletin, is regarded by the 
majority of Pakistanis as the most credi- 





ble news in the world. It has an audience 
of untold millions in India and Pakistan. 
When Britain's Prime Minister Mar- 
garet Thatcher announced fresh cuts for 
the BBC World Service and her minis- 
ters recently denounced the BBC for a 
leftist bias, these moves were treated 
with derision by many Pakistanis. There 
is a commoa sentiment that the British, 
having lost a lot, seem to be destroying 
one of the “ew things they have left — 
their radio service. 

Over the years, the credibility of the 
BBC has not been built solely on its vir- 
tues. The Pakistan Government's 
stranglehold on the country's radio and 
TV has helped. In a country with a very 
low literacy rate, radio and TV play а 
crucial role їп news coverage. 

Government control means that 
there is hardly mention let alone news of 
the political opposition, or any sensitive 
news item not cleared by the govern- 
ment first. Coverage of Benazir Bhutto 
is rare. Aad in September when a 
PanAm jumbo jet was hijacked in 





Karachi the news was withheld for 
hours. Anxious families who had rela- 
tives on board were telephoning Lon- 
don to find out what had happened. 
Since the lifting of martial law in 
January, curbs on the press have eased 
considerably but TV reviewers in daily 
newspapers claim that the stranglehold 
on TV and radio has increased. 

Many Pakistanis simply do not watch 
the main half-hour TV news bulletin at 
9 p.m. Often, 20 minutes of the pro- 
gramme are taken up with the day's acti- 
vities of President Zia-ul Haq, Prime 


Minister Mohammed Khan Junejo and ~ 


his cabinet. 

The government, meanwhile, lives 
in fear of the BBC. AII four of the coun- 
try's intelligence services monitor it 
closely and newspapers often report 
BBC stories as though it were a wire ser- 
vice. If the BBC reports on an anti-Zia 
demonstration, government-controlled 
newspapers like the Pakistan Times will 
resort to calling it the “Zionist-control- 
led BBC." The fear that oppressive gov- 
ernments have of the BBC has been 
highlighted in a recent book by Gen. 
Robert Huyser, former US president 
Jimmy Carter's. special envoy to Iran 
during the Ponape of the shah's regime. 
Iranian generals were paranoid about 
the coverage of events given by the 
BBC, and blamed it rather than A yatol- 
lah Khoemini for the revolution. 

The BBC's Urdu service, which 
translates most of its news from the 
BBC's English World Service, is far 
from faultless. Its coverage of economic 
and social problems in Pakistan is poor, 
and it has barely reported on the past six 
months of unrest in Sindh province 
where 1,500 dope have died. Cut- 
backs imposed by the Thatcher govern- 
ment mean its single reporter in Is- 
lamabad, George Arney, has no back- 
up staff and a limited travel budget. The 
presence of Arney, the youngest BBC 
reporter to have served in Islamabad, 
prompted one bureaucrat to remark: 
"The BBC must be really short of funds 
because now they are sending boys out 
to do a man's job." 

BBC reporters like Mark Tulley, 
who is based in New Delhi but comes 
over to cover important events, are cult 
fígures in Pakistan. Every European 
correspondent is asked if he is Tulley, 
which prompted some foreign jour- 
nalists, who arrived for the Lahore wel- 
come of Bhutto, to wear badges which 
read “1 am not Mark Tulley." That day, 
Tulley was mobbed by crowds seeking 
his autograph. п 
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IT IS A MOMENT YOU PLANNED FOR. REACHED FOR. 
STRUGGLED FOR. A LONG-AWAITED MOMENT OF SUCCESS. 
OMEGA. FOR THIS AND ALL YOUR SIGNIFICANT MOMENTS. 
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4PICS. IN THE SPACE PROGRAM 
N SIGNIFICANT LIVES LIKE YOURS 
THE OMEGA CONSTELLATION. FOR YOU BOTH 





- Who knows what 
the future holds 



















































In the mid 1970s we believed tomorro: 
and expanding era in civil aviation. 
It would require a new breed of ultra quiet, fuel efficient 
airliners capable of operating highly competitive ‘local’ services in 
an age of deregulation. 

So we developed the 146, the world's quietest jet airliner, 
and one which can profitably bring jet services to routes where no 
jet has flown before. 

Fleets of 146s are now serving successfully in North America 
andin Europe, proving our point and opening the doors to new 
markets in Australia, China and the Far East. 

The 146 is not alone: it's one of a family of civil aircraft 
which, together with military aircraft, spacecraft and guided 
‘weapons systems, f parto [ erospace products - 
unmatched by ar Г 
Givin 
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If you're planning to do business in Germany, 
уои should look for a bank that understands 
a bit more than just German business. 


You need an interna- 
tional bank that's at home in 
Germany. A bank that can not 
only help you with the complex- 
ities of the German market, its 
laws and regulations, but can 
also appreciate the implica- 
tions for your international 
business. A bank that’s large 
enough to offer you all the fi- 
nancial services you need, yet 
flexible enough to produce 
detailed solutions to specific 
national problems. We are 
Germany’s second largest 
bank, with 1,000 domestic 
branches, and over eighty of- 
fices worldwide. After being in 
international business for more 
than a century we work for 
about 100,000 companies. 
We can offer you a profound 
knowledge of German busi- 
ness ~ and a bit more. 





























One of the leading banks in the world 


in Australia: Melbo 
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| [нара Marcos, declaration of 
artial law іт 1972 shattered the 
Philippine politics, but it was 
at the first cracks appeared, 
hen Marcos became the 

ent of the Philippines ever to 








| e idle speculation. now to 
consider what would ауе happened 
had the loser of that election, Sergio 


Osmena Jr, managed to overcome 


Marcos' abuse on a then-unprecedented 
scale of the powers of incumbency. But 

view of the deep and inevitably last- 
g divisions left by two decades of one- 
man rule, the question of where the 






wise have spun cannot be dismissed.” 
Historian Mojares does not pre- 
tend to. paint a picture of what might 
havebeen, but in his well-crafted profile 
of "Serging" Osmena, he provides a 
sketch so rich in. background and ре 
spective that the construction of alt 









stincts were минар similar to 
Marcos, things probably would 
been very different. WU 


In the concise analytical 





those who would focus blame for the 


cos. He dissects instead the political cul 
ture which spawned the marti 









leader — and Osmena, who in becom- 
‘ing the kingpin of the central Philippines 
from his home in the country’s second 


of the personalistic political arena. 

The distinction between ‘national 
and regional power in the Philippines 
can be a fuzzy one. Recent events not- 
withstanding, success at the national 
level has been thought to require a re- 
gional base such as Osmena's Cebuano 


exile. Presidential candidates choose 


al drawing power as ideological affinity. 
Even the regional appeal of one's 
spouse — witness Imelda Romualdez 
Marcos’ Leyte connections — has an 
electoral impact. 

Yet most examinations of Philippine 
politics centre either on Manila, or else 
on some microcosmic local struggle. 
The middle ground linking the local to 
the national shrank in the centralising 














The Malacanang dream 
t The man who would be president: Serging Osmena and Philippine politics 
ру Resil Mojares. Maria Cacao Publishers, Cebu. US$4.50. 


Philippines’ civic. sphere might other-. 





‘the back-slapping and baby-kissing that 


| masses," CIA-backed Ramon Mag- 


sections. 
which are interspersed with the narra- 
tive of Osmena’s post-war rise to power, | 
Mojares gives little encouragement to. |. 


sickly state of the Philippines бп Mar- 


ам: 





city, Cebu, was product and perpetuator | 


‚ dent Carlos Garcia to join in 
| ing as fraudulent the vote 


constituency or the Посапо powerbase 
Marcos continues to exploit even in 


running mates as much for their region- 









leaders tit i 


таша of the Marcos era — and thus 
concentrated all the more the attention 
paid to Manila, But Osmena's rise from 


the ashes of wartime collaboration || 

charges demonstrates the viability of res- 
gional underpinnings in a broader poli- | 
post-war, pré-mar-. 


tical context in the 
tial-law era. 
Through propaganda campaigns that 


were sophisticated for their time'— and - 


using the wealth he had managed to at- 


Чаш through wartime dealings in scrap 


metal with the Japanese occupation 
forces — Osmena managed. to- push 
aside the rival Cuenco faction to attain a 
dominance over the provincial capital 
of Cebu that radiated to the rest of 


the Visayas. His campaigns were as 


bloody as the rest, but where Osmena 
differed was in. his technocratic ap- 
proach to gaining and administering 
power. The Osmena machine obviated 









had been in vogue since *the man of the 






Saysay, used it to win unprecedente 
popularityintheearly1950s. = ` 
His rise depended instead on deliver- 


ing the goods at home and parlaying al- 


into national recognition. as a 
-broker. By marshalling the Cebu- 
ote, which extended far beyond 
arren province. to the Eastern 
Visayas and Northern Mindanao, he 
could deliver the regional favours which 
rebounded to his national standing. : 
Ruthless as he may have been, 
Osmena did display a self-control that 


ince 


"may have cost him the high national of- 


fice-he craved’ in 1961. Running. an 
unprecedented national, independent 
campaign for vice-president, he fin- 


ished a strong second. He was invited by ` 


backers of defeated incumbent presi- 


Diosdado M 
smena. e sa 
his reticence to doubts about the viabil- 
ity of the coup and ап eye trained on 
965, when he thought, correctly, that 
I would be vulnerable. ' 


іп modern 


"machine politics was rooted in a keen 


understanding of how technology could | 
| be employed to translate to a mass scale 





what personal ties of debt-reciprocity 


(utang na lo'ob) had achieved in the | 


smaller: regional r 


; It carried him 
far, nearly. to th 


ltimate position of 
in the end 











Osmena: modern machine politics. 


























;"^ There was no moral high ground to 









because an even more ruthless oppo- 
nent, who understood every bit as wel 
power in the Philippines, beat him t 
е tactical high ground and to the presi 
Gential palace of Malacanang. 



















speak of in the campaign of 1969. Two 
Virtually interchangeable candidates 
"contested an election amid the tradi- 
tional violence and fraud. Even in light: 
of Marcos’ unparalleled abuses, Mo- 
jares contends‘convincingly that what is 
important is not who won, but who lost: 
Politically conscious, progressive-re- 
formist Filipinos, awakening to the po- 
litical causes of their declining feudal - 
state, were excluded from the political 
arena and eventually muzzled, such that 
for the first decade of martial law, politi< | 
čal growth could occur only outside the- 
‘system, in the form of.a communist in- 
surgency which today poses a significant: 
threat to the existing order. BEES 
Mojares' interplay of outside histori- 
cal forces and inside-baseball — this : 
slim volüme could serve as a scorecard 
of top-level Philippine and top-to-bot- 
tom Cebu politics from 1945-69, right 
down to the hectarage involved in ques- 
tionable Cebu land deals — is enlighten- 
ing, and serves to. reinforce recognition 
ofthe importance of regional politics; — 
; The author's cogent. analysis of the’. 
different eras of 20th-century Philippine 
politics — noting, for example, the con- 
sequences to political style inherent in 
the vast difference in percentage of the. 
Pepalerion participating in elections be 
fore and after World War П — serves as | 
an excellent primer on the implantation. 
of democracy. | 
There is little explanation, however, : 
of the cultural themes which have 
guided politics in the islands since be- · 
fore thé Westernising influence of the 
Spaniards, let alone the liberal-demo- 
cratic, capitalist proselytisation of the: 
Americans, Mojares' failure to em- 
phasise this crucial reference point. ren- 
ders somewhat top-heavy the. explana- 
tion.for Osmena's success, falling pr 
to a bias similar to the Manila-centr 
view: Mojares otherwise so. valuably 
avoids. = Chris Vaugh 



























































































































































FLIGHT 007 


London. £10.95 (US$15.40). 


F irst, the bad news: Johnson, a fellow 
in politics ас Oxford University’s 
Magdalen College, has taken approxi- 
mately two years to produce a collection 
|. of garbage masquerading as an analysis 
of the Korean Air Lines (KAL) tragedy 
of 1 September 1983, in which all 269 
“persons on board were killed when a 
Soviet fighter shot down a straying Boe- 
ing 747 north of Japan near Sakhalin Is- 
- land. | 

И is outrageous that someone of 
Johnson's academic level would expect 


such clear evidence of his lack of basic 
research into and understanding of the 


‘suffering from technological dyslexia, 
¿he takes wrongly based assumptions 
through pseudo-logical steps to arrive at 
technically absurd conclusions. : 

Despite his professed open-minded- 
ness, Johnson gives the overwhelming 
impression that he is intent on proving 
that the 747 either wason a pre-planned 
‘mission, to... "tickle" ; Soviet defence 
radars for the benefit of US military ex- 
perts, or was allowed by those who 
uld have warned the crew :of their 
error to continue an accidental straying 





much meritas a roll of toilet paper. It 
can add to the world's store of knowl- 
edge only if.it.is used as an extreme 
example of how not to attempt such an 
analysis, e$ 

“The: good. news is, unfortunately, 


titled "What Really Happened to Flight 
007 and What America Knew About 
It," and he starts with what seems to be 
an excellently detailed and well-told his- 
tory of the US side of the story. 

His underlying theme is the abuse of 
communications intelligence relating to 
e tragedy by the Reagan administr: 









Soviet verbal gymnastics: ‘yes, we shot it down — but no, it wasn’: our fault.’ 


to be taken seriously after presenting: 


various subjects. involved. Apparently 


_ for the same purpose. Alas, as a piece of. 
investigative work the book. has about. 


somewhat limited: Hersh’s-book is sub-. 








A conspiracy of errors. 
Shootdown: The Verdict on KAL 007 by R. W. Johnson. Chatto & Windus, 


`The Target is Destroyed by Seymour Hersh. Faber ала Faber, London. £9.95. 


tion in Washington. It is a story which 


‘underlines the administration's dis- 


torted approach to the truth in regard to 
foreign relations — in this case ignoring 
the truth soas to browbeat Moscow. 

-= Much of Hersh's information has 
come-from sources who have had to re- 
main anonymous, though where possi- 
bleshe has named names апа quoted 


people directly. But unless he has been - 


the victim cf an amazingly — and hence 
improbably — extensive and coherent 
cover-up, he has established that the US 
did:not know about the flight's devia- 
tion until after it had been downed. 


His tale 5f human and organisational 


shortcomings and rivalriesas well as na- 
tional and. international politics sub- 
sequently interfering with the dissemi- 
nation of the truth is both brilliantly told 
and thoronghly convincing, and the 
book is worth buying for this part of the 
story alone., However, when Hersh 
comes to tie problem of how KE 007 
could unknowingly be around 365 miles 
off its prover track when it was. shot 
down, his story is less plausible. . 

Both bcoks go into detail about KE 
007's intended route from Anchorage to 


‘Seoul, via Romeo 20, the northernmost 


of five transpacific routes arbitrarily 
chosen to ensure separation of air traffic 


| while keeping clear of Soviet airspace to 


the north.. These routes comprise а 


series of waypoints, in reality nothing: 
but points in. empty space over the. 
ocean represented by.names and groups | 


of latitude and longitude coordinates. 
These, like those of -land-based 


waypoints are fed into an airliner’s in- - 


ertial navigation systems (INS), which 
will accépt up tó nine such waypoints. 
The heart of the-INS comprises a 
gyro-stabilised platform. оп which аге 
mounted accelerometers, whose mea- 
surements.are fed into a computer. The 
machine іє told its starting point before 
























































-his case collapses. In some cases his fac- 


. wardly with any ‘accidental’ explana- 


, “oddity” later in further attempts at 


As on to.a long-haul airline 


available books on air navigation and 








take-off, and then automatically keeps 
tabs on present position throughout а 
flight. Among its other capabilities, 
when the INS ts put in charge of an au- 
tomatic pilot the aircraft follows the 
route as originally programmed — un- 
less the crew instructs the INS or the au- 
tomatic pilot to do otherwise. 

From this basié stage, each book 
heads off in totally opposite directions 
— in Johnson's case arriving nowhere, 
because once his-errors are eliminated 










tual-errors demonstrate a touching but 
unwarranted faith in high technology — 
such as claiming INS errors to be mea- 
sured in feet instead of miles and in his 
apparent assumption that radar can see 
through mountains — and in others an 
apparent inability to read. 

Also, in a classic piece of lack of re- 
search and idiotic conclusions, he de- 
votes almost an entire page to turning a 
normal piece of airline flightplanning 
into a sinister process which gives “a 
priori. , . an impression of deliberate- 
ness and. premeditation which sit awk- | 
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tion:” By this he means that scribbles on 


“the flightplan filed at Anchorage noting | 


sertion of “250 nm" and “+32” could be 
indications that Capt. Chun Byung In 
planned to fly into Soviet airspace. 

This is worse than gibbering non- 
sense, it is actually offensive because 
Johnson, after correctly noting that 
ETP stands for equal time point, then | 
goes on: "i.e. an en route staging point 
— an oddity, for there.is no such point 
1,501 nm... . along Romeo 20." He 
then makes occasional references to this 


“ETP 1501 nm,” “3hr 22 min" and an neg 


proving a deliberate diversion. 





МА pilot — or a look at various easily 


airline procedures — would have told 
him that an ETP is calculated in case of 
ап emergency developing while over the 
ocean. hus, if something goes seri- 
ously wrong at any time over the ocean 


the crew will know whether it would be 


quicker to turn back or to keep going. 
So much for the theory. For the prac- 




















Soviet officials return pieces of the ill-fated airliner. 








tical side, a quick session with the 
flightplan's list of waypoints shows that 
the ETP was calculated as being 250 nmi 
beyond Neeva, and that this notional 
but important point in space would be 
| reached three hours and 22 minutes 
|. after leaving Anchorage. 

Johnson also argues that other scrib- 
bles on the flightplan indicate that 
something is amiss: a heavy arrow 
alongside waypoint Nokka and the 
handwritten time “1826” the very 
time KE 007 was hit by at least one mis- 
sile. He sees this as evidence that Chun 
“may have felt that once 007 reached 
that time point it was safe . . ." Back in 
the real world, all that the time indicates 
is that someone updated the flightplan, 
adding five minutes to the expected ar- 
rival time at Nokka — evidence that the 
crew expected stronger winds than the 
flightplan’s earlier forecast. 

The arrow's significance is on the 
flightplan for anyone to see: in what 
looks like the same handwriting — 
perhaps that of Chun or one of his crew, 
or perhaps that of the KAL dispatcher 
— is a series of numbers alongside the 
waypoints, indicating that Nippi was to 
be waypoint 8 and Nytim waypoint 9 for 
insertion into the INS. Nokka was to be 
Ё the new waypoint 1, and two penstrokes 

alongside the name oie t's (plus the ad- 
dition of the expected time of arrival 
there in GMT) almost certainly indicate 
that the next batch of seven waypoints 
was to be inserted after this position. 

His allegations about what he seems 
to imagine is a routine US capability, 
even a requirement, to monitor each 
and every airliner are of the same level 
of silliness. They are too lengthy and 
tediously inaccurate to bear further 
comment, except to say that several 
times he uses the expression “as we have 
seen" when in fact we have not. 

Hersh's book presents a theory de- 
vised by airline pilot Harold Ewing after 
many experiments with INS. Ewing's 
view as presented by Hersh is that KE 
007's crew had to have made two sepa- 
rate mistakes, the first of which was in- 
sertion into one of the 747's three INS 
units of a wrong digit in the longitude 
for the departure point. One of the two 
official theories was that this mistake 
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alone could have been sufficient to take 
the 747 near to where it was downed, 
and so was a plausible explanation. 

However, as Johnson also correctly 
states in Shootdown, near is not near 
enough if the INS was following a pro- 
grammed route, because the official 
theory so far still leaves discrepancies 
far greater than possible INS track er- 
rors at both the beginning and end of the 
flight. Ewing thus postulates that Chun 
inserted his own Yeu d waypoint earl 
in the flight to take the 747 slightly sout 
of its assigned track as a way of saving 
fuel, but — perhaps being distracted 
while doing so — failed to insert the cor- 
rect longitude, the second mistake. 


S uch a procedure would of course be 
a deliberate but undeclared devia- 
tion from the flightplan totally outside 
acceptable airline procedures. How- 
ever, if used it could account for KE 007 
not passing over a radio station on the 
Alaskan coast as it should have done for 
a final position check before starting the 
ocean crossing — something which has 
puzzled many people. Also, the com- 
bined errors would take the 747 to 
Sakhalin Island along its actual track. 

Obviously this theory, like both offi- 
cial theories, assumes extreme careless- 
ness by the crew in not spotting their de- 
viation. But given the various methods 
available for checking position at vari- 
ous points, the only two options have al- 
ways been carelessness or conspiracy. 

What may be the fatal flaw in 
Ewing’s theory is that part of it tries to 
account for what the Soviets claimed 
was a northerly arc flown just before 
reaching Sakhalin. Ewing theorises that 
the co-pilot was by this time inserting 
new waypoints into the triple INS, but 
because of the previous errors the cap- 
tain's INS unit — guiding the automatic 
pilot — thought it was between 
waypoints 7 and 8 while the others were 
between 8 and 9. Hence inserting seven 
new waypoints would force the cap- 
tain's INS to reject the conflicting data 
and fly towards its next planned (though 
still incorrect) track, between 
waypoints 8 and 9. 

:wing's whole scenario depends on 
KE 007's crew needing to change 











waypoints at this stage, and is based on 
the fact that the radio aid near Anchor- 
age was out of action that night. This, he 
says, is usually used as waypoint | both 
as an early position check and in case of 
the need to return in an emergency. But 
if the waypoint numbers written on the 
flightplan are correct, it would seem 
that Chun was going to use some other 
waypoint | — perhaps the ramp posi- 
tion, which would not be unusual — 
in which case the waypoint updat- 
ing would have taken place well be- 
fore Sakhalin Island and the theory is 
wrong. 

Both authors pass very lightly over 
the other official theory, the single and 
at that time easy mistake of leaving the 
automatic pilot in “heading mode” and 
thus unwittingly flying a constant com- 
pass course. This well-known potential 
source of track errors has been 
explained by this reviewer previously, 
though with at least one assumption 
since proved wrong (REVIEW, 13 Oct. 
'83), and by the International Civil 
Aviation Organisation (ICAO) in De- 
cember 1983, among others. 

Johnson and Hersh reject this argu- 
ment — probably most thoroughly and 
cogently argued by Tokyo-based Aus- 
tralian freelance journalist Murray 
Sayle in various periodicals in 1985 — 
because the ICAO simulation using this 
error arrived 80-100 nmi south of 
Sakhalin Island. This reviewer agrees 
with Sayle that the high-altitude winds 
over the northern Pacific are so change- 
able in speed and direction that ICAO's 
assumed winds are open to question. 

Alas, because all the direct witnesses 
died in the disaster, we cannot know 
what the crew did with their INS or why. 
Both Johnson's and Hersh's arguments 
depend on complex actions, whereas 
heading mode has the merit of simpli- 
city. And in Johnson's case, questioning 
whether William of Ockham or Sher- 
lock Holmes would have believed it was 
an accident raises the question of whe- 
ther they ever studied any texts on navi- 
gation or airline procedures — it seems 
reasonable to assume that they did 
not. Nor, if Shootdown's bibliography 
is any guide, did Johnson. 

— Michael Westlake 
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Foreign carmarkers rush for a toehold in Taiwan 


Into first gear... 


By Cari Goldstein in Taipei 


Ағ" of Japanese car manufac- 
turers have rushed to build new ties 
or strengthen old ones with vehicle 
makers in Taiwan, their interest 
heightened by the rise of the yen. In the 
past nine months, Toyota, Mitsubishi, 
Fuji Heavy Industries and Isuzu have 
each entered into joint ventures, techni- 
cal cooperation agreements, or outright 
equity purchases with Taiwan firms. 
The Japanese hope to cut yen- 
bloated car prices by building up the 
local content of their Taiwan models. 
Instead of relying on local distributors 
to assemble the vehicles from kits as 
they do now, often with virtually no 
Taiwan content, the Japanese firms are 
investing heavily in components man- 


ufacturing. But the sheer number of |: 


new foreign makers, who see in Tai- 
wan's small but booming local market a 
foundation for future exports, could 
quickly oversupply the domestic mar- 
ket. Some industry sources are already 
predicting an early shakeout. 

The first wave in what has turned 
into a veritable Japanese invasion was 
Nissan's purchase of a 25% equity share 
in Yue Loong Motor Co., Taiwan’s 
largest carmaker, in May 1985 
(REVIEW, 30 May '85), even before the 
year-long rise of the yen, set off by the 
meeting of the Group of Five finance 
ministers in September 1985. 

US carmakers are trying to get into 
the act as well, though on a smaller 
scale. Spurred partly by the fear of 
being cut out of a small but promising 
market and partly by the increasing in- 
ternationalisation of the automotive in- 
dustry, General Motors (GM) is cur- 
rently nego to buy a 35% or more 
equity share in San Fu Industrial Co., 
the smallest of Taiwan's six carmakers. 
According to a GM representative in 
Taipei, however, the two sides re- 
main far apart on an appropriate share 
p If the deal goes through, GM is 
ikely to help San Fu begin local produc- 
tion of Opel Kadets, which are now 
being produced in South Korea. 

The big increase in attention from 
foreign automotive companies is likely 
in the long term to boost Taiwan's hopes 
of developing its car exports — a goal 
dictated as much by national pride and 
sense of competition with South Korea 
as economics. Most of the foreign firms 
hope eventually to use Taiwan as a base 
for exporting small cars or light com- 
mercial vehicles to North American or 
Asean markets, but with the exception 
of Ford Lio Ho Motor Co., Ford's 70%- 
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owned local subsidiary, actual exports 
remain at least two years off. Mean- 
while, the foreigners' gaze is concen- 
trated on the island's growing domestic 
market and its already well-developed 
components industry, which they hope 
can become a major offshore source for 
their domestic factories. 

At the same time, the appreciation 
of the yen is having a definite down side 
for Taiwan's carmakers. When Ford Lio 
Ho's first Canada-bound cars — which 
are locally assembled completely 
knockdown kits (CKDs) imported from 
Mazda in Japan — left the Taichung 
docks in late July, the company was 
talking confidently of selling 30,000 cars 


s i к? 
Taiwanese car worker: battle for the market. 


a year. By the sales campaign's formal 
launch in Canada on 9 October, how- 
ever, the full impact of the yen's 40% 
рон against the US dollar was 
clear. The company lowered its annual 
target to 12,000 units and raised the 
car's selling price by about 12%. 


A company official said Ford was los- 
ing US$200-300 on each car ship- 
ped, though other industry sources put 
the figure much higher. Company presi- 
dent J. G. Auton said he expected to 
break into the black early next year 
after the local content rate was lifted 
from its current level of close to zero. 
An equal worry had to be whether 
the low export output — which had re- 
quired a US$36 million investment in 
new equipment — could justify the ex- 


pense even if unit profit improved con- 
siderably. Industry analysts said that 
even 30,000 was a bare minimum for a 
viable export programme. 

In another example of the impact of 
the yen's appreciation, Yue Loong had 
reached tentative agreement with 
Chrysler Corp. to market a locally as- 
sembled Nissan March in the US. 
Owing to the changed economics, how- 
ever, the US firm pulled out of the deal, 
shattering Yue Loong's export hopes. 

Another consequence of yen-initiat- 
ed currency shifts has been a squeeze on 
the profits of Taiwan carmakers, all of 
whom rely on imported CKDs or semi- 
complete kits from Japan or Europe. 
Cut-throat competition for 
shares of the domestic market, 
which amounted to 154,000 
vehicles last year (plus almost 
15,000 imports), has prevented 
them from raising prices com- 
mensurate with the increase in 
costs. 

Still, the overall logic of the 
international car industry is en- 
hancing ран for foreign 
participation here, as has been 
proven by the rapid-fire series 
of announcements of new deals 
this year. Toyota has launched a 
joint car and truck plant ven- 
ture with Kuo Zui Motors and 
the venture is to begin produc- 
tion in 1988. The arrangement, 
which involves an NT$800 mil- 
lion (US$21.9 million) expan- 
sion of an existing truck plant 
operated by Kuo Zui as well asa 
separate NT$1.2 billion factory 
for manufacturing stamped 
body parts and other compo- 
nents, was approved by the Taiwan 
Government in February (REVIEW, 13 
Mar.). Site preparation for the compo- 
nents plant in Chungli, in northern Tai- 
wan, began in August. 

For Toyota, this represented a sec- 
ond attempt to get into Taiwan. An ear- 
lier project to manufacture 300,000 cars 
a year had collapsed in mid-1984 over 
the Taiwan Government's demand that 
50% of the output be exported. 

In May, Mitsubishi Motors Corp. 
bought a 25% stake — worth NT$ 
million — in Yue Loong subsidiary 
China Motor Co., a small truck and car 
maker. The plan is to boost China 
Motors' production of light commercial 
vehicles and small cars, with possible 
exports to Asean markets in two years. 

Next came the early September ap- 


















proval by the Taiwan Government of a 
NT$1.14 billion joint venture between 
Fuji Heavy Industries and Taiwan 
Vespa, a big motorcycle manufacturer, 
to set up a plant to build passenger cars 
and light trucks. Executives of the joint- 
venture firm, Ta Ching Motor Co., said 
production would reach 48,000 cars and 
12,000 trucks by 1990, though industry 
analysts questioned whether it would be 
possible to reach that level from scratch 
— especially since agreement on a site 
has not yet been reached. 

In early November, the government 
approved a technical-cooperation agree- 
ment between Isuzu and San Fu. The 
plan calls for the manufacture and ex- 

rt of Jeep-type, four-wheel drive ve- 
сев to markets in Southeast Asia be- 
ginning next year. The Japanese firm is 

8%-owned by GM, so no conflict is ex- 
pected to arise with GM's own hopes for 
a stake in San Fu. 


COMPANY PROFILE 


By Bruce Roscoe in Tokyo 


he death of multi-billionaire busi- 

nessman and political tycoon Kenji 
Osano, whose tourism empire stretched 
from rural Japan to Hawaii and Califor- 
nia, has raised complicated questions of 
succession and inheritance tax. 

Apart from his individual owner- 
ship of blocks of stock in Japanese air- 
lines, most of the Osano empire is held 
by private companies. Demarcating the 
points at which his holdings begin and 
end is proving especially difficult for 
Japan's National Tax Agency (NTA), 
which stands to gain several trillion 
yen depending on how much of the es- 
tate is declared as Osano's personal as- 
sets. 

Osano, a defendant in the Lockheed 
payoff scandal, died on 27 October at 


un multinationals can't ignore Tai- 
wan," said Larry Sun, an industry 
consultant who was formerly connected 
with GM. “А small market is still a mar- 
ket," he said. Sales of passenger cars 
this year are expected to reach only 
105,000 units, plus as many as 27,000 
imported sedans. However, Taiwan's 
projected average annual economic 
growth of 6% or better is leading the 
Council for Economic Planning and 
Development to predict a domestic 
market of 260,000 cars by 1993. 

The question is how many com- 
panies will be around to fight over that 
market. The current situation of six 
manufacturers in such a small market al- 
ready defies the industry's accepted wis- 
dom regarding what constitutes an 
economical production level. As it is, 
Yue Loong, which dominates the local 
industry with a 40% market share, and 
Ford Lio Ho, which ranks second with 
about an 18% share, are operating at 
barely half of capacity. Toyota, with its 
local partner, is poised to become tbe 
seventh manufacturer and plans to turn 
out 40,000 cars and trucks a year by 
1992. China Motors and San Fu are also 
talking about substantially increased 
output levels, though no numbers have 
been forthcoming as yet. 

All this new capacity on top of the al- 
ready massive overcapacity seems to in- 
dicate that a major shakeout in the in- 
dustry is inevitable. An executive of one 
local firm predicted that within a few 
years, only Yue Loong, Ford Lio Ho, 
San Yang Industrial Co. (which assem- 
bles Hondas under licence) and the 
Toyota venture would remain. The 
others — including his own company — 
were probably too small to survive, he 
said. 

In this context, domestic manufac- 
turers’ eagerness for foreign participa- 
tion is easy to understand. Each com- 
pany knows that only large infusions of 
capital and knowhow can enable it to 
survive beyond the next few years. р 





the age of 69, of ulcer complications and 
a few days after an operation for cancer 


of the pancreas. He had been found 
guilty of perjury by the Tokyo District 
Court in 1981, and given a suspended 
10-month prison sentence by the Tokyo 
High Court after unsuccessfully b. ond 
ing the district court's ruling. At the 
time of his death the Supreme Court 
was still considering his final ap- 
peal. 

Osano raised his empire around 
a company he called Kokusai Kogyo 
(literally, International Industries). 
though the web of his some 70 com- 
panies in Japan, employing an esti- 
mated 20,000 staff, was constructed 
mostly to ensnare tourists — on ferry 
boats, in taxis, buses, trains, planes 
and hotels. Companies on the perimeter 
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The Osano tangle 


Japanese tax authorities attempt to quantify the fortune 















of his group controlled interests rang- 
ing from driving lessons to air-con- 
ditioners. 

Sometimes called "Mr Hawaii," 
Osano owned the Sheraton Waikiki 
Hotel, Royal Hawaiian Hotel, the 
Moana and Surfrider hotels, the Prin- 
cess Kaiulani Hotel, the Sheraton Maui 
Hotel, the New Surfrider Hotel; and 
Kyowa restaurant. In Los Angeles, he 
owned the Sheraton Townhouse, and in 
San Francisco, the Sheraton Palace 
Hotel. His Kokusai наре group of 
companies owns about 30 hotels in 
Japan, though only a couple of these are 
in Tokyo. 

Japanese business | information 
specialists, such as Teikoku Data Bank, 
put Osano's individual wealth at ¥2-3 
trillion (USS$12.5-18.75 billion) and 
estimate the Kokusai Kogyo group of 
companies’ assets at ¥8-10 trillion. 
Osano's sprawling, 23,624-m? resi- 
dence in the fashionable section of 
Tokyo's Setagaya-ku at current land 
prices is worth around Y 15 billion. But 
most of this property is registered in the 
name of Kokusai Kogyo. 

Japan's inheritance-tax regulations 
stipulate that Osano's family must pre- 
sent a statement of the deceased's per- 
sonal assets to the NTA within six 
months of his death. In the case of un- 
usually large estates, the agency is sup- 
posed to announce publicly the value of 
the estate within four months of the 
asset declaration. 

No details have been learned of any 
will, except for rumours circulating on 
the night of his funeral on 29 October 
that his wife was not a principal benefac- 
tor. Yonosuke Miki, an economic com- 
mentator who knew Osano, has said a 
written will probably does not exist, 
though Osano is believed to have con- 
veyed some verbal instructions to his 
close aides.on how his personal fortune 
should be apportioned. 

But there may not be a public disclo- 
sure. Among Kokusai Kogyo's execu- 
tive staff are at least 10 “descendants 
from heaven” — government officials 
who have entered private business after 
retiring from the bureaucracy. Osano 
culled most of these officials from the 
tax agency itself. 

In 1976 when Osano was implicat- 
ed in the Lockheed bribery case, in 
which former prime minister Kakuei 
Tanaka was accused of having received 
US$2.5 million to help sell TriStar jets 
to All Nippon Airways (ANA), the 
NTA launched an investigation into 
Osano’s wealth. Osano, allegedly a go- 
between in the deal, was suspected of 
























































































for Japan. At Kokusai Kogyo,the 
ran into a wall of former tax officials and 
were unable to conduct a thorough in- 
vestigation. The agency may. not fare 
any better this time. 

If the NTA is more successful in its 
current investigation, inheritance-tax 
payments will be most easily met by sell- 
ing off shares. This prospect has put the 
market on edge. Osano was Japan Air 
nes’ (JAL) biggest individual share- 
Ider, owning 3:09 million shares 


today's market. He was the biggest in- 
dividual, and sevénth-biggest overall 
shareholder in ANA, with.6.31 million 
shares worth * 5.7 billion; and also held 
150,000 shares in the Imperial Hotel, of 
which he was chairman, worth 
~ #600 million. Osano also owned 4.3% 





. ECONOMIES 


By Nick Seaward in Bandar Seri Begawan 


Bi government . expenditure 
now exceeds revenue from oil and 
- gas production. No government official 
will admit this is the case, but senior 
businessmen and diplomats in Bandar 
„беті Begawan reckon the two lines on 
the cash-flow graph crossed sometime 
earlier this year. | 
The event was not unexpected, but it 
“has come at least five years earlier than 
«forecast and adds urgency to the need to 
develop an alternative revenue. base. 
With a land area of 5,765. km? contain- 
‘ing few natural resources Other than oil 
сапа gas, however, this is proving easier 
































Development Plan 1986-90, publish- 
сеа earlier this. year, has only. taken 
. the first tentative steps towards the cre- 
,, ation of a diversified economy. 





-vestments held by the: 
ment. Agency- (BIA). . Estimates о 





, US$20 billion — even at the lower esti- 
|; mate it probably earns sufficient income 
гю meet the B$2.93 billion (US$1.3 bil- 
lion) projected. annual operating and 
development expenditure of the gov- 
ernment throughout the life of the plan. 

The money is still there (and oil and 
gas reserves are good for at least 
another 25 years), but the development 
plan is not the bonanza that some multi- 
nationals think it is. The main thrust is 
the establishment of import substitutior 
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“values of his shares alone: suggest the 


(2.2%) worth around ¥29 billion on. 
„airline, through the sale of the Ministry 





Curbed enthusiasm 


Brunei puts its savings to work as the oil flow slows 


said than done. The Fifth National ' 





ВІА 'ѕ worth vary from US$15 billion to . 





Other notable holdings include Toa 
Domestic Airlines (0.07%) and Ko- 
rean Air (around 19%), Tokyu Corp., 
Tokyu Hotel Chain, Kokumin Sogo 
Bank (27%), Saitama Bank, Fujiya Co. 
and Hakone Tozan Railway, Prelimi- 
nary. calculations” based оп market. 


minimum inheritance. tax payable 
would be between ¥560 billion and 
¥ 1.5 trillion. 

The JAL shares, however, are un- 
likely to be sold. The privatisation of the 


of Finance's 34.5%, will entail selling 
off this biggest shareholding in stages 
and preferentially. то JAL’s major 
shareholders, which ^ will include 
whoever is to own Osano's stake. 
Osano's strategy to increase his influ- 








ply : 

made. Sources close to the group be- 
lieve that Kokusai Kogyo probably will 
buy the shares from the estate. 


f more immediate impact on the air- 

line is the security of tenure of the 
chairman, Junji Ito, who doubles as 
chairman of Kanebo cosmetics. Osano 
was а sponsor of the pro-Ito faction but 
Ito's antagonists now appears to be the 
stronger force. A new JAL chairman 
was expected to have been appointed in 
July next year butit now appears likely a 
replacement will be made in April. 
Prime Minister Nakasone reportedly is 
unhappy with Ito, and Transport 
Minister Ryutaro Hashimoto recently 
warned Ito to stop behaving as though 
JAL belonged to Kanebo cosmetics. 
There is, therefore, only a remote 


gs to be |. 











m PATTERNS | 
(Actual devalopment expendi: 
plans, expected expenditure for the 5th 


„(B$ million) 








| 533.35 11,749.81 
Nota: Figures may not add due to rounding, >: ES 


Source: Ministry of Development. B 


ruction industry” pending the pub- | 
[o in early 1987 of the 20-year 
Brunei master plan, which is now being 
drawn up by British consultants. > 
Few bones or not, these projects are 
expected to consolidate the construc- 
tion sector's position as the third most 
important industry in the country. They 
are also attracting the interest of com- 
panies from other parts of the region.— 
as.evidenced by the recent Bruneibuild | 
86 construction exhibition held in the 
capital. The projects that look as if they 
definitely going ahead include a nev 









diture of the ard & 4th | 


E 3rd plan ат рап | Sthplan Б a 
Й 1975-79 | 1980-84 1986-90 § m 


B$50 million mosque, which will have a , 
floor area greater-than the enormous 
Sultan Omar Ali: Saifuddin mosque 
dominating the Bandar Sen Begawan 
skyline; а convention centre capable 
of seating 2,000 people; and a uni- 
versity ‘campus for a maximum of 
5,000 students,- 


The five-year deve- 





lopment 


































| buildings and -a further 
plan) $522 million for public 
supplies. The allocation 
for social services, which 
includes government hous- 
ing and town and country 
planning, is B$757 mil- 
Шоп, or 29% of all deve- 
lopment expenditure over 
the five years. .A defini- 
tive “Неї of . construction 
projects is expected to be 
ыы master plan, but the con- 
sultants, Huszar-Brammah, 
hàve not yet revealed the 
contents. 

Probably the most important aspect 
of the development plan is the emphasis 






| it places on creating the right conditions 
for the growth of a tertiary sector in the 


economy and the encouragement of pri- 
vate enterprise. In particular, the gov- 
ernmenthas decided to establish a deve- 
lopment bank to help fund private in- 
vestment and it also plans to establish a 


“monetary authority for the first time. 
| The former is essential if the economy is 


to diversify ,-as there is a dire shortage of 
venture capital at the moment. A 
monetary authority is prerequisite to 
the government's ambitious plan to turn 
Bandar Seri Begawan into a regional fi- 
nancial centre. 

Although. the leadership of the two 
main ministries involved in the plan — 
Finance and Development — was 
changed in Ше October cabinet reshuf- 








plan allocates | 
:B$261 million for public | 


utilities — including water | 


contained in the 20-year g 
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l usiness lobby will 
be able tosupply а new chairman. 

It i$ not known who will succeed 
Osano as chairman of the prestigious 
Imperial Hotel. A board member of the 
hotel told the REVIEW that the position 
probably would be left open for some 
time. In the current management power 


vacuum, Dai-Ichi Kangyo Bank is said | 


to be manoeuvring to oust the hotel's: 
president, Ichiro Inumaru. pd 

In the year up until his death, Osano 
was the consummate wheeler and deal- 
et. He read the yen’s appreciation per- 
fectly, according to an Imperial Hotel 
executive who says Osano recently 
mentioned in casual conversation that 
he hàd made a remittance from Hawaii 
‚ of US$50 million when the US dollar 


was hovering in the ¥250:US$1 range. | 


Before his implication in the Lockheed 


“case, Osano would talk freely of his. 











deal-making, which began during the al- 
lied Occupation when he acquired im- 
port licences for used-car. shipments 
from Hawaii, and sold car parts to the 
military. 

Osano was also a political dealer, a 
“kuromaku” — the black curtain used 
in Kabuki plays. Puppeteers pull their 
strings from behind, this stage device. 
Osano had bought into: Hawaii inthe 
early 1960s when Tanaka was finance | 
minister and when, supposedly, over- 
seas. investments were regulated by 
strict foreign-exchange control laws. - 

Не had also bought Tanaka's còn- 
struction company, Nippon Denken, in 
1964, apparently as a contribution to 
Tanaka’s election campaign coffers. 
Osano allegedly was the power broker 
sought by Lockheed to reach Tanaka. 
‘The two were life-long friends; апа 
along with Yoshio Kodama, a rightwing 








activist and adviser to prime ministers, 
held a tight grip on Liberal Democratic | 
Party politics for two decades. Kodama, 
a Lockheed agent in Japan and key wit- 
ness in the Lockheed trials, died in 
1984. | 
Osano was one of seven children, Би 
has no offspring from his wife Hideko. ` 
He is survived by three sisters, Sekino: | 
Uchida, Kaoru Kirihara and Shigeru. | 
Takahashi. Two of his young 
brothers, Sadahiko and Sakae, died in 
1981 ánd 1982, aged 60 and 59, respe 
ively. His y st сторого 









aged 58, is president 


| and appears to. have b 


Osano’s‘successor. Sakae's | 1 
masu, aged 29, isa business manager at 
Kokusai Kogyo апа also: controls : 
group's real-estate holdings..He is 4 
regarded aş a potential successor to the 
group leadership. 





at they did not expect 
the development plan to 
be affected. Indeed, the 
promotion of Datuk 
Abdul Rahman Karim: 
to permanent secretary 
at the Ministry of Еі 


THE FUTURE 


(Capital investment by government and 
private sectors at current prices, 1986-90) 


| Government Е 
ѕесіог Ой 
sector 


compared with ег 
В$745.5 million invest- 
ed during the preceding 
10 years. It seems tha 
the government intends 
to help the non-oil pri- 
vate sector move’ out 


Non-oil 
sector 








nance has been taken as’ 
an indication that he will 
be appointed head of 








the proposed monetary 
authority, in addition to. 
his. present dutie 
managing . director" 
BIA. 
= As for a. develop- ^C 
ment bank, foreign ^ ^... o 
bankers’ éxpect the existing Island 
Development Bank — one of the two 
locally owned banks operating in 
Brunei — to assume that role, as the 
deputy director of the Economic Deve- 
psu Board is also a director of the 








bank. If this proves to be thé case, it will: 
give the Japanese a head start in any de- 
velopment project as Dai-ichi Kangyo 
Bank is a 20% stockholder in the Brunei 
royal-family-controlled institution. 


"mos cabinet reshuffle may; however, 
‚# delay efforts to establish an indus- | 
trial development agency, which is one 
of the main recommendations of the 
plan. At present, most industrial activi- 
ty is controlled by the Ministry of Deve- . 
lopment, which lost its former minister 
to the newly hived-off Education Minis- 
try. It may take some time before suffi- 
cient Development Ministry staff can be 
spared for the new agency. 

The bulk of industrial development 
slated for the next five years will need 
some coordinating body to oversee the 
projects identified so far. Apart from 
food processing and furniture manufac- 
turing, which are fairly predictable 
choices їп Brunei's Southeast Asian 
context, the National Development 


.mentin these projects is not yet clear. In 





Committee has recommended thees- 
tablishment of a cement plant, a precast 
concrete factory. and. a pottery and 
tiles factory — all of which will need 
careful planning if they are not to repeat 
the over-capacity mistakes of similar 
ventures in neighbouring countries. 
Тһе extent of government involv- 










the past, the government restricted its: 
direct participation in the economy. to 
the oil and gas sector. But in the plan it 
is stated that the government “would. 
play a more aggressive role, be outward: 
looking and, where necessary, would 
participate actively in high-risk areas." 
A total of B$373 million (including anti-- 
cipated cost over-runs) has been ear- | 
marked for industry and commerce in the 
plan — equivalent to 1096 of the total, | 
compared with 6:6% and 2.2% in the 
third and fourth plans respectively. 

Although ‘substantial government 
participation in non-oil sector industry 
is envisaged for the first time, this does 
not imply a reduced role for the private 
sector. Far from it: a substantial in- 
crease in the role of the non-oil private 
sector is implied by the ‘assumption of 
private capital investment of B$747 mil- 
lion at current. рне 


















Source: ain si of Development: ;'Sourcé: Ой Companies. 


| sion once they join the government. 


from its services ‘and. | 
petty trading role into. 
. the mainstream of pro- 
duction; ^^ ^ ! 

~ “There is considerable 
incentive for the govern- 
ment to widen the role 
of the private. sector. 
anyway, asthe civilser- | 
vice is thought to be: 
тй close to the saturation 
ко. point. Accounting for © 
46.6% of all employment in the country, |. 
the govérnment sector has traditionally 
been the main avenue for advancement 
especially for the indigenous 
Bruneians of Malay descent. With the 
average age of ministers in the early 40s, 
for instance, there is now scant prospect — 
for promotion in the ministries. More- 
over, civil service jobs cannot be created 
quickly enough to absorb the popula 
tion growing at ап annual rate of 3.5%. · 
For this reason, the government has - 
finally decided to implement an em- 
ployees' provident fund for the private 
Sector. Hituerto, there has been no pen- 
sion scheme available in the private sec- 
tor to attract indigenous Bruneians, 
who are guaranteed a substantial pen- 








‘Although the provident fund's pri- 
mary use will not be the provision cheap 
government finance — as it is in Singa- 

оге —- its existence will add depth to 

andar Seri Begawan's somewhat |. 
rudimentary financial system. The góv- `| 
ernment has also pinpointed the deve- 
lopment of an insurance industry as 
another priority, but as far as the nin 
banks operating in Brunéi are con- 
cerned, the creation of a monetary au- 


thority is most pre : 
























































































































POLICIES 


Stepping in the middle 


Pakistan intervenes in Burmah Oil asset sale 


By Husain Haqqani in Islamabad 


Ден publicity and political con- 
troversy have held up the acquisi- 
tion of Burmah Oil's interests in Pakis- 
tan by Royal Dutch Shell. A high-level 
Pakistan Government committee is now 
examining details of the deal, finalised 
in London several months ago, and is 
likely to intervene to dilute Shell's pro- 
posed holding in at least two of Bur- 
mah's Pakistan companies. 

Burmah's equity and reserves in 
Pakistan through five companies total 
£38 million (US$54.4 million), and Shell 
is believed to be paying £50-70 million 
for the acquisition. The British multina- 
tional's main asset in the country is its 
majority shareholding (49.9% of equity 
a 78.9% of preference shares) in 
Pakistan Petroleum Ltd (PPL), which 
operates the profitable natural gas fields 
at Sui in Baluchistan province. Natural 
gas produced at Sui accounts for a signi- 
ficant proportion of commercial rone. 

roduction in Pakistan. Other Burma 

interests include 31.6% in Burshane 
Pakistan (LPG production and distribu- 
tion),.24.5% of Pakistan Burmah Shell 
(PBS, oil marketing), 15% in Pakistan 
Refinery (oil refining), and 7.5% in Sui 
Northern Gas Transmission. Shell al- 
ready has shares of 31.6% in Burshane, 
24.5% in PBS and 15% in Pakistan Re- 
finery. 

Acquisition of the Burmah holdings 
would give Shell control over 3776 of 
Pakistan's energy sector, mainly in the 
spheres of oil trading and natural-gas 
exploitation. 

Burmah's decision to sell its interests 
in Pakistan is apparently part of the 
company's strategy to disinvest in over- 
seas exploration and production. Shell, 
on the other hand, seems keen to ex- 
pand its role in the country after years of 
а relatively low-key presence. The ac- 
quisition of PPL, which provided Bur- 
mah with pre-tax investment income of 
£5.5 million last year and £9.1 million in 
1984, could provide Shell a permanent 
base for expansion of operations in Pakis- 


n. 

Shell's decision to invest in Pakistan 
has come at a time when the govern- 
ment is seeking increased capital input 
in the energy sector, and greater foreign 
investment in general. But the Shell- 
Burmah deal has become a major media 
controversy, with politicians demand- 
ing a intervention to stop the 
deal from going through. Critics accuse 
Shell of trying to create a monopoly in 
oil and gas, and say that the company is 
not interested in investing in explora- 
tion — Pakistan’s first priority in energy 
development. Although Shell has main- 
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tained local exploration and develop- 
ment interests since 1956, it has had lit- 
tle luck in crilling for oil or gas, and has 
been inactive until recently. 

The Ministry of Petrolio and Na- 
tural Resources supports the Shell bid 
on grounds that it would inject fresh 
capital and technology in e deve- 
lopment — something both Burmah 
and the government are currently incap- 
able of doing. It would also be a morale 
booster for foreign investors, who have 
been reluctant to invest in Pakistan be- 
cause of tae government's failure to 
adequately fulfil its promises of deregu- 
lation and privatisation of the economy. 
But the Ministry of Production, which 
runs Pakistan's public-sector industries, 
opposes Shells takeover, saying it 





would drain foreign exchange by way of 
repatriable dividends and miscellane- 
ous consultancy and licensing fees they 
expect Shcll to introduce. 


ublic criticism of the Shell-Burmah 
deal has created a dilemma for the 
governmeat, which was nily partial 
to the takeover. Under existing laws, the 
government cannot interfere in the im- 
plementation of an agreement between 
two foreign companies. This is espe- 
cially so since the transaction between 
Shell and Burmah is to take place over- 
seas. But the deal needs endorsement 
by the Pakistan Government because it 
is the guerantor of a US$73.2 million 
and Dm 37.5 million (US$18.2 million) 
loan obta ned by PPL from the World 
| Bank’s International Finance Corp. in 
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1982. The government's decision to 
uarantee the loan for a company with 

% shareholding by a multinational 
was criticised as an "undue favour" to 
Burmah, which also enjoys exemption 
from having to float PPL shares on the 
stockmarket. 

If the government allows Shell to 
take over Burmah's shareholding un- 
conditionally, it runs the risk of being 
accused of allowing the Dutch multina- 
tional to dominate the energy sector 
with, critics allege, little or no benefit to 
Pakistan. On the other hand, a govern- 
ment decision to take over Burmah's in- 
terests itself, as advocated by leftwing 
activists, would frighten tential 
foreign investors and would be inter- 
preted as a change of course from Pakis- 
tan’s current free-market policies. 

The managing director of Shell In- 
ternational, J. M. H. Van Engelshoven, 
recently met with President Zia-ul Haq 
and Prime Minister Mohammad Khan 
Junejo in a bid to find a compromise sol- 
ution. Apart from commitments to in 
vest in exploration as well as expansion 
of Pakistan's oil-refining capacity, Shell 
has also offered to dilute its proposed 
equity in two companies currently con- 
trolled by Burmah. 

Under this arrangement, Shell 
would sell 14% of PPL and Burshane, 
bringing down foreign equity in PPL to 
50% and in Burshane to 49%. After ac- 
quiring Burmah's share, Shell would 
own 49% of PBS. 

The government has not yet made à 
final decision, but it is expected to ac- 
cept the Shell proposal. Supporters of 
the private sector within the govern- 
ment have suggested that the shares of- 
fered by Shell after taking over Bur- 
mah's Pakistan holdings should be sold 
to Pakistani entrepreneurs instead of 
being taken over by the government. 

But opponents of the takeover have 
stepped up their lobbying efforts for 
nationalisation, or *complete Pakistani- 
sation," as they call it, of Burmah’s 
holdings. The anti-Shell lobby includes 
businessmen-politicians expecting to 
buy shares in PPL and its sister com- 
panies if these are sold in Pakistan, as 
well as civil servants who would tend to 
benefit from an increased government 
role in oil and gas operations. If the 
Shell bid is blocked and Burmah is 
forced to sell to Pakistanis, its com- 
panies would probably be sold for less 
than Shell’s current offer. Critics of the 
deal claim that the real fixed-asset value 
of the five companies in which Burmah 
m shares is an estimated £275 mil- 
ion. 

The outcome of the controversy 
could determine the future of Pakistan's 
relations with multinational corpora- 
tions. As one Western diplomat sum- 
med it up: "If the government turns 
down Shell's compromise offer, it will 
have to forget about its ambitious 
targets for attracting foreign ша. 


'ment." 
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SQUARE ROUTES 


If you're in the Square, your staff know they're going places. 
The Central terminus for buses and minibuses is easily reached by escalator. 
Staff can stroll to Central MTR station in minutes 
using our convenient footbridges. 
Taxis can be hailed just beneath Exchange Square. 
And the Star Ferry, Blake Pier, Vehicular Ferry Pier and 
| ; the Macau and Outlying Districts Ferries are only a stone's throw away. 
p mud When you're in the Square, the going’s easy. 


Please call Jonatban Petit or Cbristopber Cban at Hongkong Land Property 
(tel: 5-8428288, telex: HX75102) 
or Jeremy Stewardson at Jones Lang Wootton (tel: 5-217171, telex: HX74247,) 


THE HUB OF ASIA'S BUSENESS WORLD | 





If the city never sleeps, when can 
the Financial Director go to bed? 


You and your company are in business to make money, 
and one thing is for certain, you don't make money without 
taking risks 

If your business means that you trade abroad you will 
sooner or later come face to face with Foreign Exchanges, 
perhaps the most volatile markets of all. 

Unless you are aware and can manage the risks involved, 
that overseas investment or dream contract can, overright, 
turn into a nightmare. 

At NatWest we're dealing around the world ‘rom 
London to Tokyo and New York, twenty four hours a day, 
in every major currency you can name. 

Nothing moves on the market without us knowing 


about it. And because we're up all hours of the day and 


Telex: Australia 177326 Bahamas NS201)) Bahrain 8294 Belgium 21208 - Brazil 20130051 Canada 0622572 Federal Republic of Germany 416500 — France 210393 Ст 
Singapore 28491 Spain 23572 Sweden 15050 - Swirzerland 812186 ОК 


Japan 28292 - Malaysia 13044 - Mexico 17 71 786 - Monaco 489588 Netherlands 5064) New Zealand NZY968 


night we can respond instantly to a change in rates while 
you're sound asleep. 

Our Treasury Specialists, together with an Account 
Manager assigned to your business will help you develo; 
a tailor made strategy that will cut the risks down to size, 
while making the most of your opportunities. 

They, after all, can draw on experience gained from 
our network covering thirty six countries with the security 
of an asset base in excess of $100 billion. 

A talk with NatWest could not only make a big 
difference to your profits, it could, we suggest, save you a 


fortune in sleeping pills. 
Risk Management by NatWest « 
The Action Bank 
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^"... and please book me on 
* your next round-the-world cruise” 


ө Tour operators offer their customers toll- € SERVICE 800 makes toll-free dialling 











free telephone calls for travel enquiries available to your customers wherever 
and to book holidays. they are. 
e And it opens your market world-wide. 
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The first and only, world-wide, toll- free, telephone service. 


For more information, please return this coupon to our Worldwide ada 


SERVICE 800 SA, Rue de la Moráche 14, 1260 NYON (Switzerland), Tel. + 4 22/6312 35, Telex: 419 906 grp ch 
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Seductively Smooth. Mysteriously Mellow. Gloriousy Golden. Who can resist the magic of Camus XO Cognac? 
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ri Lankan Finance Minister Ron- 
nie de Mel managed to maintain the 








Party's (UNP) liberal economic policies 
h presented: an otherwise grim 













ken a buffetting from rapidly es- 







calating defence expenditures as a result 


‘the damaging ethnic conflict “with 
amil separatists and’sharply reduced 





when de Mel оп. 12 November: pre- 
sented a budget aimed at meeting the 
military spending from stagnating re- 

enue, ће repeatedly stressed that the 
нй of peace was vital to the 
Duntry's economic future. 






Defence expenditure since.the UNP р 


took office in 1977 has grown from Rs 
560 million (US$19.8 million) in the 
1978 budget to Rs 10 billion in 1986, up 
from 1.596 to 5% of gross domestic рг 

duct. Fora poor country like Sri Lanka. 
de Mel noted, such а military build-up 
was not possible without accompanying 
sacrifices in growth, employment and 
living standards. Defence spending ha 
also caused the budget deficit to expan 

and made unsustainable bank borrow- 
ings necessary. : 
Escalating military expenditure has 
not. been the. only impact of the ethnic 
conflict, which has cost more than 4,500 










sharp fall in tourism earnings, a signifi- 
cant slowing in both foreign and domes- 
tic private investment, dislocation in 


trade, reduction in the, production of | 
subsidiary | 






ice, . fish апі оше 
'oodstuffs, higher insurance premiums 
'and other security-related expenditure, 
as well-as the cost of caring for 
thousands of refugees from the fighting. 
'. But according. to de Mel, the open 
economic. policies adopted since. 1978 
had nearly trebled growth, halved un- 
"employment, doubled investment as а 
percentage of GDP and reduced infla- 
tion. Also, shortages, scarcities and 
queues had been abolished, and a stag- 
nant economy revived. 
During 1978-85, the overall budget 
deficit ranged from a high of 22.2% of 
GDP in 1980 to a low of 8.8% in 1984 
when very high tea prices boosted the 
economy. Present projections are that 
the 1986 deficit will run higher than 10% 
of GDP. These large budget deficits 
have, in the past, been largely financed 
through foreign and domestic borrow- 
ings. 
"This has created a growing debt-ser- 
vice burden which de Mel said “is now 
‘Teaching rather too high a level." Debt 







- continuity of the ruling United National | 









t for calendar 1987. The economy. ! foreign borrowing and increased de- 


ces, which have hurt both govern- | 


' | exception of 1984, the traditional ex- 
revenue and export earnings. So.) 


«fared: poorly. Tourism boomed until 


lives since July.1983. There has been a | 





-recent years, becoming the second 





service as a percentage of exports of 


“goods and services was around 13% in 


1980, and it will be around 30% in 1986 
and 1987, the minister said. 
," De Met said that the over-reliance on 


mand for imports arising from excessive 
rupee-financing of the budget could 
have been mitigated by better export. 
performance, But since 1978, with the: 


ports. of tea, rubber and coconut had 
1982, after which the industry was hit by 


the ethnic unrest and had been struggl- 
ing to survive ever since. Workers' re- 


tive cigarette wrapper leaves, 





mittances from abroad have substan- 
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tially helped the balance of payments in 


largest foreign-exchange earner, but re- 
duced economic activity in the Middle 
East is threatening to affect this source 
of hard currency. | 


е Mel, who added to the export in: 

centives granted in previous 
budgets, also announced that exchange 
control and banking procedures were 
being revamped in an effort to reduce 
the administrative cost of exports. 

On the basis of 1986 tax rates, 1987 
revenues were initially projected to be 
Rs 41.8 billion, with estimated expendi- 
ture running at Rs 72 billion. Revenue is 
growing much slower than GDP, partly 
due to a narrow tax base and wide- 
spread evasion, and the sharp fall in tea 
and coconut prices affecting the Treas- 
ury's slice of the country's chief export 
earnings. 

De Mel proposed to boost revenue 








ing days after the budget, with turnover | 


- 1979 as an incentive to encourage small 





by increasing excise c rette 
quor which would give him an ad 
al Rs 650 million. Stamp duty on ғ 
ters of credit, trust receipts and letter 
of trust will be raised, garnering Rs 1.05 
billion. And while Treasury officials. 
said that this would. make imports 2% 
more expensive, businessmen argue that 
the increase will be nearer twice this, 
Other additional revenues are to 
come from increased import. duties оп 
wheat, petroleum products, liquor, na-: 
pe ial: 



















levy onthe profits o state-o 
Ceylon Petroleum Corp.; turnover. 
and income tax on: private. prc 
funds. Of. the additional revenue of 
2.7 billion, the minister deducted Rs 350 
million. — for incentives. to domesti 





"suppliers servicing exports (Rs 50 mil- 


lion) and accelerated depreciation on 
industrial plant and machinery (Rs 300 
million) — giving him a net revenue in- 
crease of Rs 2.3 billion. | 

The budget proposal also called for 
reintroduction of a.capital-gains tax on © 
the sale of quoted shares. In reaction, . 
the stockmarket crashed in the two trad- 


















slamping to one-tenth of the average. 
As. a result, heavy pressure was. 
mounted by businessmen fora review of. 
the decision. De Mel said that he freed 
quoted shares from capital-gains tax in 


investors to turn to quoted shares, en- 
courage company formation and:the 
broadbasing of company ownership: 
"These objectives. have not been 
achieved. Not many companies have. 
been converted into quoted public com- 
anies and small investors still prefer to 
invest. their.money in.fixed deposits in 
banks rather than in the sharemarket," 
hesaid. ceo coan 

Some financial analysts believed that 
de Mel ma! > been seeking to cool 
anoverhea ckmarket where prices 
had risen to an unrealistically high level, < 
affecting the wealth-tax. obligations of 
non-traders, However, there was no 
confirmation... whether a lobby to 
exclude the value of quoted shares at : 
market prices from. wealth-tax liability 
had influenced the proposal. The minis- 
ter had been very keen on getting a |: 
roper stock exchange going in Colom- 
bo and is ready with draft legislation to . 
set up a securities council. 
De Mel proposed to finance the 
overall budget deficit from three non- 
inflationary sources — foreign grants 
(Rs 4.1 billion), foreign project and 
commodity loans (Rs 11.1 billion) and 
domestic rupee loans (Rs 7.5 billion), 
totalling Rs 22.7 billion. That still left a 
net cash deficit of Rs.3.5 billion, “I 
would have no alternative but.to borrow 
from the banking system to. bridge this 
gap unless . . . my ministerial colleag 
succeed in their efforts to re-phase pa 
of their capital-development program 
mes scheduled for execution in 1987,” 
de Mel said. unos БО ce 
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The Asian Development Bank rumbles with discontent 


Unhappy returns 


By James Clad in Manila 


The Manila-based 
Asian Development 
Bank (ADB) will be 
|20 years old on 24 
05 | November, the day 
=. Masao Fujioka, the 
EA) fourth president of 
POEM the worlds third- 
largest multilateral development bank, 
begins his second term. But he does not 
preside over a very happy institution. 

First impressions might belie that 
view. The bank Fujioka leads holds one 
of the world’s largest liquidity portfolios 
(about US$4.5 billion) and has a triple- 
A rating in major capital markets. It 
also enjoys a sound reputation for con- 
servative — probably overly conserva- 
tive — financial management. 

Lending to the bank thus comes eas- 
ily. But borrowing from it comes easily 
also, perhaps too easily: in an era when 
the bank’s project loans have diminish- 
ing appeal because of their relatively 
high cost, Fujioka by almost all ac- 
counts except his own has insisted on 
keeping disbursements rising by annual, 
if informal, “quotas” which have led to a 
weakening of project quality. 

Oddly, the ADB's annual reports 
show little gain for Fujioka's effort. The 
bank is entering its third decade with 
slipping loan levels. Last year its overall 
loan approvals fell by 15% and this 
year’s performante will be flat. Before 
long a backwash of loan repayments will 
overtake the amount of new money 
going out. Despite new lending to India 
and possible loans to a recently joined 
China (which hosted the bank's first ap- 
praisal mission in Delar November. 
overall disbursements may not rise sig- 











nificantly during the rest of the 1980s. 

On top of this, serious doubts hang 
over an iacreasing number of loans 
being pushed through the ADB board 
— often toindifferent borrowers. Many 

rofessional staff and ADB board mem- 

ers contacted by the REVIEW charged 
that project facts are frequently tailored 
to justify lending. They also said a grow- 
ing number of project approvals have 
involved glaring departures from long- 
standing bank policies. Directors spoke 
of “sloppiress” in bank documentation. 

More seriously, some staffers 
charged that deliberate distortion of 
facts and invention of data has occurred 
to suit the annual loan-approval time- 
table (invariably bunched in the last 
quarter of the calendar year). And, in 
contravention of the ADB's charter, 
they said nanagement has sometimes 
advanced overtly political reasons to 
justify lending. One senior economist 
says “about one-third of the projects are 
cooked in one way or another.” 

Interna bank documents obtained 
by the REVIEW support many of these 
contentions. One borrower in Nepal is 
described as “technically bankrupt” — 
but loans still proceed. Another case 
shows the Indonesian finance minister 
unable to confirm a vital capital injec- 
tion into the borrower, contrary to 
sucessive assurances inside the ADB 
bureaucracy. Yet the relevant loan pro- 
posal remains on track. 

Other examples abound. Year after 
year the bank has approved loans for 
South Korea to build fishing ports. Pro- 
ject evaluctors, year after year, write 
that no fisting boats use the ports. A 
Burma prcject is based on a set mini- 





mum number of shifts worked, accessa- 
bility of factories to river transport, reli- 
able raw material supplies and solidly 
capitalised cooperatives. Yet some staff 
charge that the project approval ignores 
explicit information to the contrary 
gathered during appraisal missions. 
Sources say problems like these have 
accelerated this year. Reflecting fac- 
tual shortcomings in documentation, 
rarely used “fail-safe” project-review 
mechanisms have been hurriedly in- 
voked by senior management. In Oc- 
tober, frustrated staff sent project docu- 
ments to ABD board members — and a 
Fujioka-appointed panel was formed to 
find the culprits. Notes from a recen 
“senior staff meeting” record Fujioka Н | 
being "greatly concerned at the sys- 
tematic and large-scale leaking of inter- 
nal documents." On 27 August vice- 
president Stanley Katz told senior staff 
that "commensurate disciplinary ac- 
tion" would be taken to stop "leaks" 
and, since early October, a secret com- 
mittee has been chasing suspects. 


Il? January, an unprecedented quasi- 
judicial inquiry made an investigation 
of alleged falsification of project facts 
by bank staff. Senior management 
received the report before the relevant 
loan proposal went to the board (which 
seldom questioned documents until re- 
cently, and has never rejected a loan 
proposal). The REVIEW is reliably in- 
formed that the two-man panel sup- 
ported many of the charges, but the 
board was not told of this. The loan, as 
always, was approved. 

A crisis over these and other allega- 
tions is looming. A former ADB finan- 
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Reconstruction & Development (World Bank). 
' AFDB's rating is only for senior debt 








Fujioka, in part for allegedly breaching 

n article in the bank’s charter prohibit- 
ing political influence on loan determi- 
nations. The same person is preparing a 
defamation action against a bank vice- 
president in respect of comments alleged- 
ly made to a major business newspaper. 

Although providing less egregious 
examples, many confidential docu- 
ments reveal, unambiguously, ADB 
staff knowledge of inconvenient facts — 
such as an enormous electricity subsidy 
in India that, under the bank's estab- 
lished policy, would ordinarily preclude 
the ADB from lending to an electricity 
company in Tamil Nadu. The reversal 
of this ADB policy to accommodate the 
Indian loan has already enraged the 
World Bank — which reluctantly had 
followed ADB insistence on "no sub- 
sidy caveats" for Indonesian and Pakis- 
tan power-sector lending. 

As another example, to beat the 
year's "deadline" to squeeze a loan into 
the 1985 “quota,” a loan to Pakistan 
went through with bank staff aware that 
necessary co-financing was still lacking. 
Pakistan has now paid nearly US$1 mil 
lion in interest (the bank's so-called 
"commitment fee") since January 
though the project — a dam — probably 
will not start until 1988. 

Sources said staff are well aware of 
the implications of these and other 
anomalies in lending practices. But they 
stressed that alertness in spotting issues 
like these can mean a side-tracked 
career: some officers allegedly have 
been manoeuvred into "early retire- 
ment" after their sections failed to con- 
tribute their shares to the loan pipeline. 


р: analyst has instructed lawyers to sue 


Discouraged by the epe mentality (said | 


to have been set by Fujioka in 1984 at an 
explicit 15% annual boost in lending), 
others leave before they are asked to go. 

World Bank data backs up subjec- 


tive judgments that ADB project qual- 
ity is declining. The returns on all mul- 
tilateral development bank projects 
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REVIEWTABLE by Andy Tang 
have "generally declined" in the 1980s, 
and the ADB's own empirical studies 
also show a fall in project benefit with 
ADB loan effectiveness declining faster 
than that of the World Bank. 

When added to hidden undercur- 
rents, these public studies also help ex- 
plain why the ADB's financial reputa- 
tion seems to be on a collision course 
with its reputation as a quality project 
lender. The bank's owners, represented 
on the 12-member board of directors 
which oversees general operations, 
seem to be slowly awakening to these 
concerns. A hard moment might even 
be coming when the board, for the first 
time, rejects a loan proposal outright. 

Confidential records of board discus- 
sions reveal rising disenchantment with 
Fujioka's leadership — even to the 
point of provoking a vote over his salary 
as a sign of displeasure. Some board 
members are taking an increasingly 
caustic look at a bank that once prided 
itself as being, in the words of a US 
Treasury report earlier in the decade, 
"the best of the regional MDBs [multi- 
lateral development banks]. " 


Fuck. a 62-year-old former Japan- 
ese Finance Ministry official, won 
his re-election in the face of developed 
member country opposition — much of 
it from the US. Former US board 
member Joe Rogers made little effort to 
disguise his impatience with Fujioka. 
The Reagan administration generally 
had pushed the regional banks to attach 
more conditionality to their lending, 
and Rogers performed his brief with 
gusto. Lending to non-market econ- 
omies won his active disfavour, and he 





Question of quality: page 63 

The Burma project: page 64 

The Nepal project: page 66 
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called the bank “intellectually sterile.” 

Board notes suggest that other nota- 
ble dissenters include Australia's Keith 
Horton-Stephens and, representing 
some EEC countries, Holland's alter- 
nate director, Wim Kluft. US officials at 
the ADB privately complain that the 
bank is *too Japanese" — by which they 
mean a disinclination by the bank to 
prod borrowers into making market- 
minded policy, changes. “Fujioka has a 
reparations mentality," a senior bank 
official told the REVIEW. “Не just wants 
to shovel the money out." 

ADB staff echo similar sentiments. 
The REVIEW found a consensus that 
Fujioka's “lend or perish” system hangs 
like a nemesis over the careers of his 
Many ра professionals, causing what 
one director-ranked staff member 
(there are six in the bank) called an “at- 
mosphere of intellectual dishonesty" at 
the bank. In an interview with the 
REVIEW, however, Fujioka denied im- 
posing lending quotas. He said he has 
sought merely to “push staff hard and 
make them work more efficiently." 

The president declined to answer 
written questions from the REVIEW 
about documented allegations of false 
figures, withholding of information 
from the board, abrupt policy devia- 
tions and about his ambitions, reported 
recently in The Washington Post, to be- 
come the next managing director of the 
IMF. The bank's information office, to 
which the questions were referred, re- 
sponded by either failing to address 
their substance or by declining com- 
ment altogether. 

Board-level sources also have criti- 
cised what they call Fujioka's "cult of 
personality." They drew attention to 
the packaging of Fujioka’s many 
Азды е in glossy covers by the ADB's 
information office. And bank bio- 
graphical data on Fujioka, for example, 
describes the president's “untiring ef- 
forts," and *remarkable statesmanship" 
in handling various issues. “Unmindful 
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of jet-lag after long journeys from 
abroad." it says, “[Fujioka] often drives 
straight to the office to clear urgent 
papers." 

But the question of the bank's future 
remains more important than squabbl- 
ing over image-making. And here the 
issue centres on Fujioka's determina- 
tion to boost the bank's lending in an era 
when concessionary donor loans have 
decreased as a proportion of overall 
capital flow to Asia. Many senior staff- 
ers and board members said privately 
that the bank may end up as "another 
Escap" (the UN's Bangkok-based Eco- 
nomic and Social Commission for Asia 
and the Pacific) — a perhaps unkind 
suggestion of bureaucratic irrelevance. 

Part of this anxiety stems from 
growing hostility to MDBs by some 
developed countries which wish to get 
"more political bang for the buck" from 
bilateral aid. The next US Con- 
gress will almost certainly 
reopen the MDBs to more ex- 

sure: on 30 October, the act- 
ing US director at the ADB, 
William Thomson, told the 
board that congress had cut 
by a combined 10.84% US 
funding next year for both 
the bank's Ordinary Capital 
Resources — commercial-rate 
money and for the Asian De- 
velopment Fund soft lending. 

Although the ADB was the only 
multilateral development bank whose 
capital window did not take a cut from 


the US (and though its overall funding 
took less of a cut than other MDBs), this 


may change. Moves are expected in the 
new congress to roll back callable capi- 
tal held by the US in MDBs. And “ип- 
like some other moves," commented 
one Manila diplomat, “this is not a case 
of the US against the world." 


A. recent Canadian mission visiting 


the bank spoke privately about its desire 
for an "operational audit." In theory, 
the bank's owners — its 47 member 
countries — may mount their own in- 
vestigation of bank operations 
whenever they wish. Sentiment in Can- 
berra is also rising against the so-called 
"IFIs," (International Financial Institu- 
tions) with budget cuts in Australian 
contributions possibly coming next 
year. 


ther trends make Fujioka’s ambi- 
tions difficult. With the bulk of 
bank-funded projects turning to Japan- 
ese suppliers, the yen’s rise has increased 
borrowers’ foreign-exchange risk (as 
ADB loans are expressed in US dollars), 
“thereby reducing the net benefit [of 
projects)" as one bank report noted in 
May. The yen's appreciation compli- 
cates what many staff members see as 
Tokyo's primary interest in the ADB. 
“The share of Japan in total bank 
procurement of goods and services was 
about 50% in 1983,” the bank’s econo- 
mics office said in May — a figure that 





more recert, board-eyes-only data 
show as decrzasing to a cumulative total 
of 27.26%, with procurement for the 
year to June 1986 at just 16.59%. Yet 
staff working in the bank's procurement 
division suggest that, with the “undeter- 
mined foreign-exchange content of con- 
tract" category and other hidden ele- 
ments, the 5095 figure still holds. 
Fujioka says no. 

Whatever the real figure, the “recent 


| appreciation of the yen is likely to have 
| important eects on projects financed 


by the bank,” the economics office re- 
port continues, with borrowing coun- 
tries (who carry the foreign-exchange 
risk) having to take “account of the yen 
appreciatior in choosing the source of 
supply ...à very sensitive issue.” 

ne reason for the sensitivity lies in 
comments found in many of the bank’s 
confidential. post-project evaluations 
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— which point to transparently Japan- 
directed procurement decisions. For 
example, a July 1979 ADB evaluation 
of its fisheries project in South Korea 
said that ‘diesel specifications have 
been written precisely around" a type of 
Japanese engine and claimed that “pro- 
curement procedures were not fol- 
lowed." 

In anotaer example from 1984, а 
US$15 milion contract to a Japanese 
firm for 12 rice mills in Burma raised 

uestions cf favouritism after the with- 

rawal of «n initial decision giving the 
contract to a West German firm. 
Fujioka told the REVIEW the rice mills 
affair had not caused much change in 
procuremeat procedure. The hints of 
Japan-as-number-one at the bank were 
revived recently when an Australian 


Treasury report to the ADB urged man- 
agement, without success, to achieve 
savings via changes to the maturity 
structure of some of the bank's yen 
debts to Japanese banks. 

A central issue bedevilling the future 
of ADB lending arises from boardroom 
politics over the pace of lending to India 
and China (which Fujioka helped bring 
into the bank last year). At the same 
time, increasingly strident demands 
from Indonesia (now the bank's largest 
borrower) for ever-more concessionary 
lending complicates the picture. Board 
sources said Jakarta is already having 
trouble meeting its local-cost commit- 
ments to existing ADB loans; it there- 
fore wants new loans financing up to 
80% of the local costs. Fujioka seems to 
favour this. The poor quality of some 
proposed Indonesian lending has even 
attracted criticism from other develop- 
ing-country board members — 
a rare occurrence. 

China's capital contributio 
comes to about 7% of tota 
capital, ranking third en 
Japan and the US as a share- 
holder. Before long it will 
demand a  vice-presidency 
(there are now three). Signs 
point to China actively seeking 
loans, but New Delhi has re- 
versed an earlier decision not 
to press the bank for loans — 
and informally it wants a locked-step 
a p to bank lending to itself and 

ina. 


Mz traditional borrowers 
such as Malaysia and South Korea 
need the bank's infrastructural loans 
less now than in the past. This type of 
lending — heavily concentrated in ear- 
lier years on roads and power stations — 
now has less scope. Yet procurement- 
minded ADB members, such as West 
Germany or Britain, have little interest 
in sizeable lending in such “soft” areas 
as poverty alleviation. Besides, as one 
board member pointed out, “this is not 
popular with professional staff as it 
complicates the project preparation.” 

€ bank, as one past president said, 
"is a very small pond; we cannot have 
big fish." And former vice-president 
Ashok Bambawale, remembered as a 
hard but fair judge of project quality, 
told an October 1985 meeting that the 
ADB had only a modest role: “a limited 
contribution” to developing countries’ 
development financing, limited still 
more by the bank's inability under its 
charter to provide "programme lend- 
ing." 

But the push for lending to China, 
plus other innovations, promises grand- 
er things. Fujioka's speeches stress 
how the bank has become an Asian "re- 
source centre" for its 47 members, seck- 
ing to become what vice-president Katz 
described to the REVIEW as an "instru- 
ment of development, not just a pur- 
veyor of capital." Under Fujioka's 
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stewardship the bank has added de- 
partments to promote private-sector 
lending and more co-financing of pro- 
jects. 

Despite the rhetoric, bank staff insist 
little has really happened. Although a 
resource centre, the bank's economics 
office, for example, has not won outside 
consultancy work. The much-bally- 
hooed move into “equity operations" 
unsecured by government guarantee 
had, after three years, come to an insig- 
nificant US$7.03 million at 30 Sep- 
tember. When interviewed, Fujioka 
said two new private-sector loans were 
in the 1986 pipeline, but declined to 
identify them. Co-financing attracts few 
commercial banks. 

The ADB has had three general cap- 
ital increases, the last in 1983. Fujioka 
then got less than he wanted — instead 
of a 125% rise in authorised capital with 
10% paid in, the owners agreed on 
105% increase with a paid-in level of 
75956 only. To its credit, the ADB works 
_ to conservative financial limits set both 
by statute (a gearing ratio of 1:1) and by 
its own policy (unlike the World Bank, 
it treats this ratio as applying to total 
loan approvals, rather than disburse- 
ments), 

As of end-1985 the bank’s outstand- 
ing loans reached only 26% (and total 
approved loans only 52%) of subscribed 
capital and reserves. This contrasts with 
corresponding figures of 72% and 125% 
respectively for the World Bank. Un- 
like the World Bank (or the next largest 
multilateral development bank, the 
Inter-American Development Bank), 
the ADB has never rescheduled a loan, 
nor has it ever suffered a loan loss. Yet, 
conversely, a big reason for the bank’s 
glowing (and growing) liquid-assets 

rtfolio lies in “low disbursement rates 
implying lower borrowing needs," as 
Standard & Poor's Credit Review noted 
earlier this year. 

Within the bank the major argument 
does not centre on financial manage- 
ment. Nor does anyone seriously con- 
test the bank's claim to have devised 
and implemented hundreds of solid pro- 
jects. Staff cite port expansions in In- 
donesia and power stations in other 
countries as success stories. Most staff 
remain professional and diligent. 

The real problem at the ADB runs 
deeper, sources said, belying the 
rhetoric of Fujioka at the annual meet- 
ing in May that “the bank continues to 
improve its reputation as a sound deve- 
lopment-financing institution produc- 
ing high-quality projects." Board and 
staff insist that an all-consuming drive to 
step up lending has led, far too often, to 
questionable projects. The US has be- 
come so alarmed that the chief of the US 
Agency for International Develop- 
ment, Peter McPherson, sent a memo to 
Secretary of State George Shultz re- 
cently arguing for a drastic cut in US 
support for the bank — largely because 
of poor-quality projects. п 





[a Oey ae 


Where there is a 
will, there is a way 


By Freddie Balfour and James Clad in Manila 





ADB sources warn 
that “project quality,” 
like beauty itself, lies 
in the eye of the be- 
holder. Some counter 


based and poorly per- 
forming projects with 
arguments that aid donors “must take 
the world as they find it.” Decision- 
making, they say, turns ultimately on 
subjective criteria. And in an imperfect 
world, who is to say positively that one 
project lacks “quality” while another 
does not? 

Considerations like these must 
temper judgments about ABD projects. 





But while an undisputed majority of 
the bank's loans seem well justi- 


fied, REVIEW investigations have 
revealed numerous instances when 
forthright criticisms from staff, and 
even from the board of directors, have 
done little to slow lending momentum 
to less well-based projects. What is 
more, ADB board members have fre- 
quently hammered project quality 
standards. 

Scores of internal documents written 
at various stages of project preparation 
show defects of an apparently egregious 
nature. These include inventing figures 
or distorting facts, extending credits 
despite borrowers’ non-compliance 
with earlier bank caveats, padding loans 
with various non-essential components 
and even political considerations in- 
truding overtly into decision-making 
(for reasons о "boardroom balance," 
procurement largesse or even support 
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for a particular person in a borrowing 
government). 

Some examples include a 1983 food- 
grain-storage project in Pakistan where 
the loan’s rationale depended on calcu- 
lations of financial rates of return that 
did not show, as bank staff knew, large 
foodgrain losses. An “automotive com- 
ponents manufacturing” project also 
went ahead in Pakistan in 1978 though it 
was slammed in internal documents as 
“the wrong project at the wrong time 
and in the wrong direction.” 

In another example, a July 1979 
“post-evaluation report” of a South Ko- 
rean fisheries project describes “in- 
adequate research being done" before 
the loan went to the board. ARES 
the now six-year-old report claims “the 
major part of the [South Korean 
fisheries] project has so far been a com- 

lete failure," the bank continued to 
end to the project. 

Negative staff evaluations continued 
right up to the present. On 15 Sep- 
tember a senior evaluation specialist's 
internal memo pointed to the project's 
original rationale as having “400 fishing 
boats" use a particular port on a year- 
round basis. "The assumption is no 
longer valid," he concludes dryly. “In- 
formation available concerning actual 
port usage indicates . ... no boats are 
based there." 

One current example reveals a 
favoured bank borrower in Nepal facing 
20 charges of financial. malfeasance by 
that country's auditor-general. Another 
current problem turns on an impending 
loan to the Indonesian Development 
Bank (Bank Pembangunan Indonesia 
— Bapindo). At a 25 June 1985 ADB 
board meeting, bank staff took a beat- 
ing over a US$1 million ADB equity 
participation approved that day for the 
debt-plagued Bapindo. 

Chastised, staff held up a long-plan- 
ned US$75 million loan to Bapindo 
pending a clearer picture of its equity 
position. On 17 April, Bapindo's presi- 
dent, Subekti Ismaun, wrote that all was 
well: Indonesian Finance Minister 
Radius Prawiro, he said, had “remitted 
to Bapindo in cash the amount of Rps 
183 billion [US$162 million at the then 
exchange rate] on 6 February." ADB 
staff once again pushed hard for the 
loan. 

But in late July Prawiro told an ADB 
mission to Jakarta that "as far as he re- 
collected, there was no transfer of 
funds" to Bapindo. The mission's report 
adds that the "finance minister seemed 
amused to read about the remittance in 
cash" referred to in Subekti's letter. 

Did Bapindo have a capital injection 



















































































. or not? Despite grave doubt 

the ADB staff director in 
development finance loans, Akira 
Tsusaka, wrote to vice-president in 
charge of- operations, Maidavolu 


the bank now had “satisfactory claritica- 
tions” and urged the bank to “proceed 
in the further processing of the propos- 
ed project.” i 
Awkwardly, a World Bank project 
performance audit report on Bapindo 
wo months earlier concluded that "in 
s present financial, organisational and 
managerial circumstances, itis” not 
clear that Bapindo is sustainable. Cer- 
tainly, it is not creditworthy — if it ever 
Was." enc | 
This report, which the ADB re- 
ceived, went on to say that “it is already 
clear that the. write-offs and losses far 
exceed Bapindo's озуп resources, and 
“that only new infusions of capital by the 
government can keep Bapindo solvent 
arid restore an acceptable capital struc- 


” 












said he “hoped projects had not been 
-pushed through prematurely” — а re- 
ult that would “erode” the bank's cre- 
dibility. Another problem identified by 


-Narasimham оп 23 September saying | 
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"as one board member putit simply, “not 


calling a spade a spade." 
» © Project defects of another sort have 
also surfaced. In. interviews, some 
board directors have used “loan-pad- 
ding," a strong term, to describe pro- 
jects such as an “otherwise sound” cot- 
ton project for Pakistan. Confidential 
board notes from 30 September reveal 


| Sharp questioning about the loan’s "ag- 


ricultural inputs" (US$4.2 million for 
fertiliser and US$14.1 for pesticides), 
with directors pointing to a large ag- 
ricultural-inputs loan already in the 
pipeline. One director later described as 
much as 20% of this loan as “superflu- 


LÀ 


ous. 


urried processing to “beat the time- 

table" has also. harmed otherwise 
solid projects. An example is a hydro- 
electric project for Pakistan at Tarbela: 
on 19 September 1985 the appraisal mis- 
sion described the US$117.8 million 
loan as "a classic example of a clear, 


' simple, neat and necessary project.” 


Unfortunately, however, in the rush 


| to process the loan the bank jumped the 


gun, Delays in lining up co-financing for 


the project, anticipated by.some bank - 


staff, have put back the timetable. Asa 
result, Pakistan is now paying a 0.75% 
“commitment fee" for à disbursed but 


unusable loan. By early October, co- | 


‘ABD’s. back-sliding attitude on seeking 
loan “caveats” from Pakistan to remove 


са; Pakistan, meanwhile, ha 
made payments approaching US$1 mil- 
lion. 

Senior staff' and directors alíke 
suggested that some papers pointed to 
abrupt departures from established 
bank policy., One said these “flip-flops 
can beincreasingly expected" whenever 
policy guidelines. conflict with the 
bank's "output imperative." And recent 
examples show that policies against 
lending to borrowers using fertiliser or 
electricity subsidies may be going, liter- 
ally, "by the board," as the case study of 
à power-generation loan to Tamil Nadu 
shows; . 

The trouble is, flip-flops can upset 
other aid donors — principally the 
World Bank. Urider Fujioka there has 
been greater effort towards co-financ- 
ing projects with other donors, but de- 
spite internal. memos urging. better 
"coordination with aid agencies," the 
bank's sincerity lies open to question in 
some instances. | 

“Troubled, for example, by the 










fertiliser subsidies, the World Bank ca- 
bled on 31 October saying "it is critically 


‘important that ADB and [the World 


Bank] coordinate very closely." 

In. another coordination matter, 
sources said Fujioka recently chose not 
to encourage a loan offer for a joint pro- 





Unpalatable loan to 


Burmese cooperatives 


| ernal accusa- 
tions over a US$35 





But then a four-man bank 
o Burma from 4-21 Sep 
to. plan an oil-milling, project. Led 
by Dieter Lepper, an economist, the 
group included Peter Nelson, а. fi- 
nancial analyst newly hired from. the 
Food and Agricultural Organisation 
(FAO). | 
`. Lepper came back with a draft agree- 
to lend to cooperatives linked 
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resulte B 
d determine 












| the Burma Socialist Programme Party. 


These are government-controlled trad- 


-ing entities with almost. no manufactur- 
¿| ing expérience. Back at ADB head- 

quarters, senior staff objected to the 
“project because of Burma's controlled 


oilseed prices, low re-lending rates and 
the project's total exclusion of more-ef- 
ficient private oil mills. 
. Some urged axing the project there 
and then, Instead, a "follow-up" mis- 
sion comprising Lepper and Nelson 
went back to Burma to get a "revised 
project brief.” Rangoon officials 
reacted badly, balking especially at 
bank ideas to aid private mills — the two 
men did not get the financial informa- 
tion they needed; Cooperatives Minis- 
ter Sein Tun refused to see them. 

On their return, Lepper told ADB 














vice-president Ashok Bambawale (who. 


retired last year) that “no progress . . . 
can be expected unless one or both par- 
ties . . . reconsider their positions." A 
a former Indian finance 
secretary, Bambawale 
had a reputation for 
knowing when to kill 
ailing projects. That is 

















ature finantia) есте. what. he did: “As I 
jal viability of the & contain many feared," he wrote on 
he n 4a) starementé ust future viability Lepper’s 5 Novem- ^ 
The projected f onreliable for judgin& ber 1984 report, 
avomalies and а А ; “this project now | 
of the subproJect 


is to be dropped." 

But, despite Bambawale's instruc- 
tion, the project did not die, Lepper and 
Nelson were demoted but sent back on 
yet another mission during April-May 
1985. Investigations, once again, ran 


_into trouble. Burma. country officer 


F. Phillips flagged raw-material short- 


ages as a “project risk." And Nelson. 


doubted. “new” financial figures re- 
ceived just two hours before the mission 
left for home. 


О these misgivings a Staff 
Review Committee (SRC) meeting 
on 18 July (from which Nelson was 
excluded) received an upbeat Appraisal 
Report (AR). Ignoring Phillips’ warn- 
ing, the AR now said raw-material 
"supply projections are considered con- 
servative and attainable." Other incon- 
venient facts also disappeared, said Nel- 
son —- a professional accountant. He 
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| "Vanuatu. The alleged reason? 
‘The US$2.2 million loan offer from Bri- 
tain’s Commonwealth Development 
Corp. could delay project approval 
going through this year. 
Recent World Bank studies of MDB 
projects support the suggestion of sus- 
pect loan quality. in reports of specific 
problem projects accompanying this ar- 
ticle. The studies also show declining re- 
turns from MDB projects. Using econo- 
mic internal-rate-of-return | analysis, 
ADB staff reports also paint a 
steadily eroding project per 
during the 1980s. ADB projects in 
Bangladesh, Burma, Laos, Nepal, 
Pakistan, the Solomon Islands, Sri 
Lanka, Tonga and Western. Samoa 
especially showed the lowest returns, 

. With:-agriculture-related projects. the 
least successful. : 











A ADB paper says a growing num- 


| ber of projects (31% їп опе study) 
yield a "less-than-satisfactory. бш 
i ome.” Using the index of "average 
“time overrun,” 78% <of 109 pri 

went over “required time for com; 
tion that had been estimated. at ap- 


ts 


and 84% time overrun 
The World Bank's. success ratio. "is 
somewhat higher." The ADB- admits 
that the World Bank's project im- 


- 





ponr of. 
ormance | 








praisal." Agro-industrial and irrigation 
projects in the. previously mentioned, . 
largely South Asian countries had 43% «. 
spectively. 








plementation time also scores better. 
The bank's loan:covenants cover an- 
other aspect of project quality. An out- 
side consultant is now studying borrower 
compliance with loan covenants, using 
165 of the bank’s confidential “project 
performance audit reports.” Reliable 
sources said the strictness of ADB 
| covenants had become. “a joke," espe- 
cially in some South Asian countries. 
One.such "joke" involves covenants 
concerning the bank's crop-intensifica- 


риз Corp. (AIC) of ‘Nepal. In 
ovember 1983, when the bank ap- 
proved its second loan for US$15 mil- 
lion to AIC, covenants stated that AIC 
must provide the bank with its financial 
statements from 1981-83 no later than ` 
November 1984. 
| — AsofJune 1986, the bank had never 
received any financial statements from 
AIC. Yet by this time, bank staff had re- 
turned from a mission to Nepal апа 
' were preparing. documents for à third 
loan to AIC. In their project brief pre- 
| sented at a 18 June management review 
"meeting, staff merely reported that AIC 
had "partially complied" with coven- 
ants. Both the country department and 
financial staff argued that AIC had not. 
complied, and'vice-president Gunter 












project administration . . [where] staff 
“had allowed the. problems to continue 
unresolved." 


tion-plan loans to the Agricultural In- | 


Schultz pointed to à "serious defect in | 









| to India of as much as 75% of АІС. 


. the US$2.6 billion loan “target” had. 


_the notes say. Staff sources said this a 
gumént- is not logical: declining loan 




















Management also discussed “alarm 
ing reports" from the Nepalese audit 

general including 20 charges of malfea: 
sance against AIC, a source said. Mor 
disturbing are reports of an alleged sale 


latest ADB-financed fertiliser sh 
ment. Staff said they had heard “persis 
tent reports” but lacked “hard е 

dence” because AIC has refused to sup 
ply the ADB with its financial record 
a bank source said. However, the pr 


posed third crop loan to AIC rema 


in mie pipeline ne ап appraisal a 
is scheduled to visit Nepal late t 
month. 






staffer said, "the loans go out, or you go 
ош.” Notes from а December 19 
board meeting show him attacking “un 
warranted criticism that the bank w 
trying to reach a lending target at the e 
pense of quality.” се 

This was “untrue,” he said, because. 





















been 33% under-achieved in 1985. 
“This was good proof that the bank did 
not try arbitrarily to reach the target 

















Output does not im that Fujiok: 
had put aside his directives that, delib- 
erately or not, favour performance be- 
fore quality. Quite the reverse, they i 
sist. ; 








also claimed later that his superior told 
him to "invent" financial-rate-of-return 
(FIRR) data to justify the project. "The 
draft AR circulated to the SRC was а 
deliberate misrepresentation, пог just 
of figures but also in the text," he later 
wrote. 

Others shared his anxiety. Senior 
ADB financial specialist Charles Coe 
on 25 July detailed serious financial is- 
sues. He wondered why 10 new mills 
hould. be built when the efficiency 





improved at less cost. “Burmese offi- 
cials," he wrote, ^were unable or unwil- 
ling to discuss [financial] statements 
[that] contained а number of 
anomalies." He could not, he con- 
cluded, “judge the financial viability of 
the project” on the available data. 
Nelson — who was also ADB Staff 
Association secretary — decided to 
write to Fujioka. On 12 July 1985, 
Nelson informed Fujioka that “fictiti- 
ous figures" about the Burmese 
cooperatives’ equity position had ap- 
peared in the draft AR. The FIRR 
showed that the “project is totally un- 
justifiable,” he wrote the presi- 
dent. On the economic-rate-of-return 
(EIRR) side, “the position becomes 
even worse . . . since the price of unre- 
fined [edible] oil in Burma is over four 
times the world market price for clean 
oil, there is just no ЕТЕК.” Fujioka did 
not respond. 


















levels of 1,900 small-scale mills could be | ' 











| Narasimham: hasty Rangoon t ip. m 


More bureaucratically astute people 
might have let the issue drop. Nelson 
did not. Although transferred to 
another part of the bank, his pressure 
led last December to an unprecedented 
in-house inquiry by ADB counsel | 
Douglas Webb апа senior financial 
analyst William Fraser. Webb, who no 
longer works for the bank, described his 
terms of reference in an interview as 
"very narrow": to see whether the “fi- 
nancial and economic analysis for the 
project was, 'at each stage, prepared in 
accordance with the bank's normal pro- 
cedures," as a bank memorandum said. 
Webb and Fraser reported to vice- 
president he. board me 














B key issues given to bank vice-president 


"ka said nothing about the inquiry.. 











even within the inquiry’s narrow 
ci /IEW is reliably inform 

that Nelson's charges were confirmed in 
a number of key respects (though Katz 
emphatically denies this). A confide 

tial summary of the board of directors 4 | 
February 1986 discussions show Fujio- 















jioka's silence about the - 
ante investigation, the board - 
notes still. show plenty of misgivings 


about the project. Several board mem- 
bers doubted Burmese assurances on 


















. Narasimham — who made a hasty trip 
angoon just before the board meet- 
ng. Australia's Keith Horton-Stephens | 
aid flatly that the “project would not be 
able." US acting director William 
Thomson said management must be 
“firmer in- refusing to fund projects . .;, 
that did not make economic sense.” 
Canada's Jean-Marc Métevier queried > 
specific facts in the AR — especially 
"the great uncertainty regarding the 
seed supply." i 

Doubts even came from solidly “pro- 
project” directors from developing 
member countries, ‘including’ 10-2: 
donesia's Sofjan Djajawinata and Sri 
Lanka's Chandi Chanmugam. Put o 
the defensive, ADB staff admitted to 
"minor errors" or information. that. 
"might not have been.sufficiently pr 
"Fujioka said 















































































though he believed this proj 





{controversial projects." The. project, 
| like every other that reaches the board, 
won approval. | 

, Reliable sources said that Fujioka 
|; convened a meeting in his office a few 
© weeks before the 4 February board 
‚ meeting. These sources say he told at 
least six of the bank's most senior staff 
that the Burma project must get ap- 


“Rangoon the previous year and because 
‘some specific Burmese ministers 
needed political bolstering. Nara- 
simham’s remarks to. the. board on 
4 February underscore this account: 
“Ат the 1985 annual meetings of the 
IMF and [World Bank] in Seoul, the 
president [Fujioka] had met the deputy 
prime minister and minister of planning 
апа finance in Burma, who had express- 
‘еа his concern at the low and declining 
vels.of [ADB] assistance to Burma.” 
On 4 November the REVIEW sent a 
itten question to Fujioka asking if this 
neeting occurred and, if so, had he ad- 
vanced these reasons for lending to 
| Burma. The president declined to ans- 
лег the question. On the substance of 
^ Nelson's allegations, Fujioka asked the 
_ bank's chief information officer, R. D. 
Pacheco, to respond. Pacheco said 
“staff and management, after thorough 
study, determined it [the project] to be 
economically viable, technically feasi- 
ble and financially sound." 
<: Nelson was pushed out of the bank іп 
October, a time when the bank hired 
new financial analysts. In a 3 November 
interview Katz did not question Nel- 
son’s ability, just his. persistence and 
team spirit. With few exceptions, bank 
‘staff privately agree, that. Nelson was 








stand why Nelson was let go by the 
bank,” ADB. country director. Robert 
Bakley said. “In my opinion, héis amen- 
tirely competent financial analyst who 
«tried to do what was right." Bakley. is 
one of just six bank officials holding di- 


November. He says he is “disenchanted 





tired of fighting corruption.” 


, Nelson is now in Austr: 


against Fujioka and Katz (in New York 
for jurisdictional reasons) for breach of 


comments, made to a regional news- 
s paper in April) and breach of Article 36 
of the bank's charter stipulating that 
only economic considerations shall be 
relevant to loan decisions. 
: The repercussions will roll on: in 
Washington the rightwing Heritage 
Foundation is now preparing a publica- 
tion entitled, The Ten Worst Multilat- 
| eral Loans in History. Topping the list: 
| the Burma Edible Oil Project... 





ct [was]: 
amply justified on its own merits, the ` 
bank should perhaps in future select less | 


roval because the bank had not lent to | 


wrongly sacked. “Lam at aloss to under- 


rector-level' status, He. has resigned |<, 
from. the ADB and will. leave оп 28 |. p 


ith the bank's current objectives апа. 
tralia where he 
as instructed. lawyers to bring а suit | 


contract, defamation. (arising out, of | 








Turninga 
blind eye 


in Manila 

In early October Keith 
Horton-Stephens, 
Australia’s director 
on the ADB board, 
| asked for.à one-week 
| delay in voting on a 
USS11. miilion aqua- 
culture loan to Nepal. 
Bank staff, who know at least unofficial- 
ly that career progress hinges on their 
ability to. push through loans, began to 
feel uneasy. Whenthe board met a week 
later on 9 October, they had good cause 
to be nervous. Bypassing normal chan- 
nels, some ody had provided docu- 
ments to the beard which showed that 
the intended executing agency for the 
aquaculture project, the Agricultural 
Development Bank of Nepal (ADBN), 
had become, in the words of one direc- 
tor, “a bankrupt institution." - 

The disc:osure struck a serious blow 
to.the bank's credibility. Earlier in the 
year, a staff report:stated, that ADBN 
had a record of loan collection that “was 
one of the most outstanding among the 
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«ADB's financial judgment in makin 


pment financial: 

ut the documents reaching the 
board in October told another story: a 
July ADB pre-appraisal mission found 
that ADBN has been operating at a loss 
since 1978. In 1985, the report says, 
ADBN had. recorded an "imaginary 
profit." ; 

Board directors’. concerns over 
ADBN reach well beyond its role in the 
aquaculture project, which itself seems 
sound enough. The real problem turns 
on another, more serious issue: how 
could the ADB, after intimate dealings 
with the ADBN for. 15 years, have so 
misjudged its financial condition? How 
could the ADB put its seal of approval 
on an institution. which its.own staff 
knew to be “financially unfit”? 

Since: 1970; the ADB has made four 
direct loans. to ADBN, . totalling 
US$26.4 million, and a fifth for US$30 
million may be forthcoming. The ADB 
has become ADBN’s largest source of 
foreign credit; international credito 
including the IMF have. relied on th 


decisions. about ADBN and. other 
Nepalese. public-sector corporations. 
ADBN plays a key part in other ADB 
lending to Nepal, including ADB rural 
development programmes. It also has a 
crucial role in the country's Seventh 
Five- Year:Plan. 





reversal - 


On 18 — November 





station in the southern 
Indian province of Ta- 
babi 1 mil Nadu. The project 
will help power irrigation systems — part 
of India's push for rural electrification. 
om the ADB's perspective, the 
[looks good. But there is a catch: 
borrower, the Tamil Nadu Electric- 

ty Board (TNEB), relies heavily on 
subsidies from the government of Tamil 
Nadu (GTN) to stay in the black. By 
, lending to tte TNEB, which last year re- 
-ceived 40% of its revenue in the form of 
government subsidies, the ADB has 
turned one of its longest-standing 
policies on its head. A bank staffer in- 
volved directly in the project said, “it’s 













financially autonomous utilities.” 

The ADB normally takes a hard 
| stand on tariffs and profitability in its 
energy loans, often to the consternation 
of the borrowing countries and other 
multilateral development banks. 
Numerous cases exist where the ADB 
‘stuck to its principles, putting pressure 














по secret that an exception is being | 
made here. The bank prefers lending to | 
face of heavy domestic resistance. 








institu- 
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'on borrowers to conform to its policies. 


It has even bullied the World Bank and 
the US Agency for International Deve- 
lopment into line. 

-. The long and hard fight to achieve its 
energy policies has paid off for the 
bank. By 1984, all but two developing 
country members' utilities recorded a 
positive rate of return. The two excep- 
tions, Pakistan's Karachi Electricity 
Supply Corp. and Indonesia's national 
electricity monopoly PLN, have re- 
ceived no new loans from the ADB 
since 1983. 

Other borrowers also have learned 
that the ADB can play tough. Last year 
the bank turned down a new energy 
loan application from Burma when that 
country failed to comply with a bank re- 
quest to raise tariffs. “We look forward 
to an appropriate tariff increase so that 
electricity is correctly priced and future 
decisions [loans] involving electricity 
development are adequately justified," 
said a 10 July 1985 ADB cable to the 
Burmese foreign economic relations de- 
partment. 

The ADB also leaned on Thailand, 
the Philippines and Fiji to adopt stiffer 
energy tariff regimes — usually in the 


When Nepal raised its electricity tariffs 
by 66% in 1984 the government ran into 
political problems. Some critics even 
blame the bank's demands for tariff in- 
creases for contributing to the fall of a 
Thai government in the late 1970s. 
Until the Tamil Nadu project, the 




















































9 October show that the meeting was 

less a detailed examination of the 
aquaculture project than a blast of in- 
vective by di rectors against staff for 
| por quay project preparation and a 
Ласк of vigilance. In the words of one of- 
ficial at the meeting: “They beat the hell 
ош of ће staff.” .. 

“Inan attempt to divert the discussion 
away from, ADBN, ADB. president 
Fujioka argued that the Nepal bank 
played “a minor role” in the proposed. 
project. He suggeste Dat dis. 
cussion of ADBN’ 
problems be deferred V 

„until the proposed 
fifth loan to ADBN 
came before the 
board. 

„But the directors 

"replied that channel- 


| ling US$6.5 million of the Ussit mil: | 


lion. aquaculture loan through the 


XDBN could hardly be considered: 


minor: The real issue, they: said, was 


ow had the bank permitted: ADBN to 
reach such “а рны state of financial : 


affairs." 


D 


proved the aquaculture loan, albeit 


with abstensions by Horton-Stephens E 
and Wim Kluft, alternate di rector r for 








espite the misgivings, the board ap- | 








| Canada, the Netherlands and the Scan- 


dinavian countries. 
One director from a developing 
country later told the REVIEW: “In 


Nepal, growth and development have | 


been elusive. I feel you should be more 
permissive. ADBN will never be a first- 
class project. But do not blame them — 


i 
| 
| 
| 
| 
| 


blame the policies of. the Nepalese Gov- | 


ernment." 
Butother directors left the 9 October 










meeting with suspicions intact. During 
interviews a week later, some directors 


"expressed growing doubts about the 


ADB's credibility and its staff perform- 
ance. They traced the problem to pres- 


‘sure at the bank to lend, and the ab- 


sence of any systematic yardstick for 
measuring’ quality. “All the glamour 


oñak aevelopne 


1 


| 


n 








comes from putting new loans on the ` 


"books, rather than making the current 


ones work," one said. 
Meanwhile, Fujioka formed a three- 


loman internal inquiry to find out who 








ADB had stuck. to its 
ADB publication, | 
Electricity in ‘Develo i 
says financial covenants shou 
to achieve financial viability 


o 


-ity companies. Covenants should aim at : 
a pricing structure which will “produce 
an operating margin which provides a | 


reasonable rate of return,” and “subsidies 
are considered as equity contributions 
and are excluded 


from the compu- н ONS и i 
we FI Y 
tation of internal go TO IER мео TO MEET Vet roi 
м PLAN 
“cash generation or j ng -BOUND EIN 
self-financing ca- pn AGREED T 


pacity.” 


nthe basis of this £0 
Qr. ADB | ®© "5 
staff included a co- 8) 
venant calling for the / су 
elimination of the “|. 
oy GIN paid to TNEB ; 
b when they prepared a project 
brief i in early J uly 1986. But bank man- 
agement was of a different opinion. 
According to notes of a 25 July 1986 
“management review meeting, vice-pre- 
< sident Narisimhan said that “the mis- 
sion should make it clear in present- 
“cing the project that the subsidies paid 
to TNEB by GTN were not an indica- 
tion of operation efficiency. Rather this 
was a form of social cross-subsidy paid 
to the farm sector." A source who at- 
tended the meeting said that staff were 
{неп instructed n not toi inposa the coven- 
; ant. . 


pim ^ 





Ig | drafted a cable t 
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ATTERST 
ELIMINAT 10N 
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ADJUSTMENT or TARI 
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pushes everythin; 


Some ADB ма nevertheless 
the Indian Depart- 
ment of Economic Affairs joint secret- 

ary J. L. Bajaj requesting a timetable 


for the phased elimination of financial 


subsidy. But sources said management 


ee in again after pie about the 


| 





| the deck against a project.” 


| board were completely irrelevant to the: 









nt^ 


* ADEN ha 


| subsidy 


provided the board with the do 8. 
Stanley Katz, vice-president of person 
nel, insisted that “this is a very open or- 
ganisation. We do not like the board to 
get half-baked information that will stac 
Katz assert 
ed that the documents presented to the 






aquaculture project. He added that “if I 
caught anybody breaching the proce- 
dures for the provision of in 
formation, I would sack him 

These words © contra 
\, strongly to the view taken b 
some board members. The 
feel that as representative: 
; of the bank's shareholder 
they have a right to see any internal sta 
papers. One director: questioned ‘th 
mentality of senior staff thinking that 
passing documents to the board const 
tutes a leak. "After all; we work two 
floors above them. Aren't we all trying. 
to accomplish the same thing? What 
have they got to hide?" . 

Further questions have been bubbl- 
ing over the timing of the disclosure. If 
staff had. known in early July that. 
ADBN was in trouble, why did they not. 
tell the board sooner? According to one 
bank officer familiar with the docu- 
ments, it was not possible to detec 
' ADBN's difficulties on the basis of the 
board documents for the aquaculture 


it could. 


As а 











one said. Even if the covenants are 
obeyed, an ADB staffer said, bank pro- 
jections suggest the amount of absolut 
aid to TNEB will be eve 
larger in 1995 than it is now. | 
АЮВ country director Bakley told the 
REVIEW on 13 November that the TNEB 
‚ project does represent a 








ciat SUB 
oF FINAN 
F STRUCTURE AND LEVELS» 


perpetuat LOANS, 
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over. the telephone that the covenant 
would not, after all, be enforced. 

ADB board documents merely in- 
clude a mildly worded covenant in 
which “GTN shall endeavour to reduce 
progressively the amount of its subsidy 
to TNEB as a percentage of TNEB’s 
sales revenue, with due regard to GTN's 
social and economic policies of supply- 
ing power below cost to agriculture and 
low income groups.” The TNEB is also 
required to undertake a tariff study; 

Staff are dismayed by this outcome. 
* [The covenant]: has no teeth, and it 
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| situation seems unchanged: _ withou 


M turnaround in policy. 
“The difference here is 


as income." Bakley said 
Ait is a deviation from 
past practices which ге»: | 
flected the longstanding 

bank position that 
power is not a basic hu- 
man need, and so there 
is no real justification 
for a subsidy. 

- But if the bank did not view subsidies 
“as income, how would TNEB’s financial 
internal-rate-of-retarn (FIRR) stand 
up? A bank staff member said flatly: 
“Without the subsidy, the project wou 4 
not show a positive FIRR.” 

The bank seems to have found a way 
around the problem: give the subsidy 
another name. Early project documents 
described the transfer-payments from 
the central government as "subsidies," 
but vice-president Katz said on 3 
November that TNEB is merely receiv 
ing *an annual subvention of capital." 

Whatever the nomenclature, th 
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GTN's assistance, TNEB would not la 



























































project alone. Whoever leaked the 22 
July report on ADBN to the board did 
so in order to make a deliberate con- 
nection between the aquaculture pro- 
ject and the proposed new loan, he 
said. 

The surfacing of ADBN's problems 
so late in the day does not reflect well on 
the bank's self-described "careful plan- 
ning and orderly methods" of loan ap- 
proval. At every stage of any project 
cycle, loans, supposedly, must undergo 
rigorous scrutiny and documentation. 

ere was no shortage of warnings on 
ADBN's financial status in earlier bank 
documents. Explicit references to 
ADBN's steadily deteriorating situa- 
tion had been made and should have put 
staff on the alert. 

In the May 1984 Project Perform- 
ance Audit Report (PPAR) for 
ADBN’s Third Agricultural Credit Pro- 
ject loan, past-due rates (uncollected 
os as a percentage of loans outstand- 
ing) grew from 28% in 1978-79 to 46% 
in 1981-82. The PPAR noted an increas- 


COMPANIES 


ing rate of loan delinquency, and called 
for an improvement in the ADBN's pro- 
visions for bad debts. 

The PPAR also showed that ADBN 
lost Rs 7.3 billion (US$374.4 million) 
from 1978-81. The report concluded 
that ADBN'S high level of arrears 
would adversely affect its total loan 
portfolio. “The bank should improve 
the effectiveness of its review missions 
so they may identify weaknesses in pro- 
ject design and implementation." 


Н е, in April of this year, an 
ADB fact-finding mission was sent 
to Nepal to study an agricultural loan to 
ADBN. The mission came back and 
gave glowing reports of ADBN's loan- 
collection performance to a manage- 
ment review meeting on 11 April. As 
late as 30 June, the quarterly project ad- 
ministration committee review of the 
fourth and current agricultural credit 
loan to ADBN failed to detect any dif- 
ficulties. Under the heading “major 
problems" none were reported. 


Philippine gold bond 


Atlas tries to trade off its heavy debt for ore or equity 


By Jose Galang in Manila 
jw Philippines' largest copper-min- 
ing company, Atlas Consolidated 
Mining and Development Corp., is try- 
ing to work out a programme to make its 
operations profitable again. The plan 
involves Australian entrepreneur Alan 
Bond's Bond Corp. Holdings either as- 
suming all of Atlas' debts of US$255 
million at a discount (for which Bond 
will get payments in gold) or making di- 
rect equity investment in the Philippine 
mining firm, or a combination of both 
options. 

In the first nine months of this year, 
Atlas incurred net losses of P707.7 mil- 
lion (US$34.9 million), which, though 
substantially lower than the shortfall of 
P1.2 billion in the same period in 1985, 
followed losses of P1.54 billion in the 
whole of 1985 and 2697 million in 1984. 

Atlas president Harry Toelle says 
the company remains adversely affected 
by the low international price of copper, 
adding, however, that *much improved 
efficiency of operation" and the recent 
rise in the price of gold, a by-product of 
the copper operations, has helped con- 
siderably. 

Production at Atlas’ mines has de- 
clined since its peak of 306.4 million Ib 
of coppe in 1981 and 203,561 oz of gold 
in 1982. In 1985, copper accounted for 
72% of Atlas’ revenue, gold 26.5% , and 
silver and pyrite made up the balance. 
Atlas blames the depressed metals 
prices and high operating costs for the 
slowdown. H 





owever, the company's 


major creditor banks cite *nanagement 
inadequacies" and "inefficient mining 
and milling operations" as the main 
problems. 

Operating costs continue to outstrip 
revenues, In 1985, for instance, while 
Atlas' copper was selling at an average 
of 64 US cents a Ib, costs to mine and 
shipthe output came to US$1.30 a Ib. In 
1984, operating costs exceeded by 
69.8% the average copper price of 63 
US cents a Ib. Interest charges on bor- 
rowings that the company incurred over 
the years comprised nearly 15% of total 
operating costs in 1985. 

The enormity of its debt burden is 
shown in the company's inability to pay 
about half of its foreign-debt obligations 
in 1985. For this year, debt service is es- 
timated to require P715 million, and for 
1987, P750 million. Total payables this 
year, including the unpaid portion of 
the 1985 debt service, will reach some 
P1.07 billion. However, because high 
operating costs have kept copper pro- 
duction to a minimum, the company will 
have only P890 million available to ser- 
vice these obligations. 

Bond Corp., which is also involved 
in gold mining operations in Australia, 
is currently negotiating with Atlas on 
three possible schemes: Bond will as- 
sume Atlas’ foreign debts of US$275 
million, including interest of about 
US$20 million, in exchange for repay- 
ment in gold from Atlas over a certain 
period; Bond will make an equity infu- 








On 22 July, the back-to-office report 
(BTOR) based on a pre-appraisal mis- 
sion to Nepal finally blew the whistle 
on ADBN. The report uncovers an 
awesome list of egregious bookkeeping 
and misleading records. It traces out an 
extensive display of financial legerde- 
main by ADBN. Most of the problems 
stem from the systematic refusal to com- 
ply with ADB covenants in the last 
three loans calling for proper provision 
for bad debts. 

The BTOR showed a collection rate 
for fiscal 1985 of only 38%. Overdue 
loans accounted for 45% of the bank's 
portfolio. According to ADB's Nepal 
department staff, “а proper provision 
for bad debt would eliminate ADBN's 
capital." 

Instead of writing off a portion of 
bad debts every year, ADBN continued 
to accrue interest and penalty charges 
on all overdue accounts and then record 
them as income. Through inflated assets 
and overstated income, ADBN wa 
able to beguile the ADB, the IMF, any 











sion in Atlas, in addition to the assum 
tion of its loans, or Bond will help fi- 
nance Atlas development projects in 
the coming years. 

However, progress in negotiations 
will depend on Bond's ability to secure 
as much of Atlas’ debts as pou. 

r 


Bond has to approach at least three syn- 
dicates — led by Citibank, Chase Man- 
hattan and Bank of America — which 
account for the bulk of the loans. (In the 
week from 10 November, talks between 
Atlas and Bond were held in abeyance 
to await Bond's progress in buying up 
the Atlas paper.) 


V arious complications appear to be 
getting in the way. For one, under 
Philippine law local gold producers can 
sell only to the Central Bank of the 
Philippines, which has a gold refinery. 
Exceptions have been allowed, but only 
a small number for medical and jewel- 
lery purposes, as stated in the law. 
Another difficulty is that some of the 
creditor banks reportedly are not too 











ear UNUM > 





even its own government (to which it 
paid tax on the imaginary income in fis- 
cal 1985) into believing it was financially 
strong. 

Furthermore, it was discovered that 
ADBN had encouraged the recordin 
of a profit in 1985, which one AD 
official said was solely for the purpose of 
paying a dividend, financed through 

rrowings from commercial banks. 

The BTOR, which reflects the sound- 
est and most thorough work done by 
staff on the ADBN for along time, is the 
document that was finally leaked to the 
board. 

Ironically, in mid-November the 
fifth loan to ADBN was still in the 
pipeline for approval in early 1987. 
Loan documents are to include 35 co- 
venants providing for the improved per- 
formance of the ADBN in the future 
though the actual deadlines for com- 
pliance remain vague. One member of 
the mission said: "These things cannot 

ppen overnight. But ADBN has a 

at potential for improvement.” p 
P 





keen on having their short-term lend- 
ings included in a debt-rescheduling 
package. 

On the option to increase equity to 
accommodate a Bond investment, 
analysts doubt whether the present con- 
trolling shareholders, the Soriano group 
of San Miguel Corp., would allow its 
stake to be diluted by the new equity. At 
end-1985 Atlas had 83.61 million shares 
outstanding — 50.81 million were com- 
mon class A (restricted to Filipino in- 
vestors) and 32.80 million class B (open 
to foreigners) — out of authorised capi- 
tal of 90 million A shares and 60 million 
B shares. The A. Soriano Corp., the 
Soriano-controlled holding company, 
owned 9.79% of Atlas' outstanding cap- 
ital, San Miguel had 4.46% and other 
Soriano interests were listed with 2.99%. 

If Bond succeeds in paving the way 

r an equity infusion equivalent to the 
face value of Atlas' debts, there will be 
an additional 480.33 million shares 
needed to accommodate the Australian 
company, stock analysts estimate. If 
there is a gold-for-debt swap, according 
to one source, Atlas is expected to 
pledge some 70,000 oz of gold in ex- 
change for Bond assuming all the debts. 
An Atlas official, however, said that 
the final form of the arrangement — in- 
cluding gold deliveries and equity infu- 
sion — would be difficult to predict at 
this stage. 

Also being looked into is a Bond 
commitment to finance Atlas’ develop- 
ment projects in the future. For in- 
stance, Atlas is lining up development 
projects for both gold and copper over 
the next 10 years which are estimated to 
cost US$50.9 million. Sources in Atlas 
told the REVIEW that Bond technical 
staff visited Atlas' mine sites in the first 
week of November, and mining experts 
from both sides have been conferring. 
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Oiling the wheels 


Husky could find good use for a capital injection 


By Jim Lyon in Calgary 
C algary, Canada's oil capital, is alive 

with speculation regarding the de- 
signs Hongkong entrepreneur Li Ka- 
shing may have on Husky Oil. One 
thing is clear, however: Li — or Hutchi- 
son Whampoa — will almost certainly 
be denied majority control of Husky. 

Canada's federal Energy Minister 
Marcel Masse said in early November 
that Ottawa would consider allowin 
foreign buyers to acquire cripple 
Canadian oil companies (of which, cur- 
rently, there are many). But he em- 
ed that no foreign takeover of a 

ealthy Canadian company worth more 

than C$5 million (US$3.6 million) 
would be approved. 

Husky, with assets of almost C$2 bil- 


lion, certainly is healthy. Consolidated 
net earnings for 1985 were C$126 mil- 
lion on sales of C$923 million, com- 
pared with 1984 net earnings of C$99 
million'on sales of C$831 million. In the 
nine months to 30 September, the com- 
pany netted C$96.4 million on sales of 
C$496 million. 

Husky is involved in virtually every 
aspect of the petroleum industry, from 
exploration, development and nete 
tion to refining, marketing and distribu- 
tion. The company owns and operates 
an extensive pipeline system in Sas- 
katchewan and Alberta, two oil re- 
fineries and a network of more than 300 
service stations and more than 100 food 
service facilities. 

Despite the current volatility of 
world oil prices, Husky is seen as an at- 
tractive long-term investment. At a 
time when Canada's conventional oil re- 
serves are being quickly depleted, Husky 
has very large reserves of heavy crude 
oil located in an area of about 6,500 sq. 
miles in Alberta and Saskatchewan. 











The company is also a partner in con- 
sortiums holding rights to proven, still- 
untapped hydrocarbon fields in Atlantic 
Ocean tracts offshore Newfoundland 
and Nova Scotia and in the Beaufort Sea. 

A more likely (though still uncer- 
tain) near-term undertaking is the con- 
struction of a plant to upgrade Husky's 
abundant supply of sticky heavy oil into 
synthetic products which are more read- 
ily marketable and easily transportable. 
Currently, to be pumped through a 
pipeline Husky's heavy oil must be 
mixed with dilutants such as pentanes- 
plus or naphtha, of which there appears 
to be a declining supply. The resulting 
hydrocarbon blend can only be sold to a 
limited number of refineries producing 
asphalt or equipped to process heavy 
crudes into lighter products. 


W hile a heavy oil upgrader could re- 
solve this problem, it will be ex- 
tremely expensive, with a price tag 
ranging from C$1.4-3.2 billion, depend- 
ing on size, d far too big a bone for 
Husky to chew. To undertake the pro- 
ject Husky needs a major capital infu- 
sion — or, more likely, one or more 
well-heeled partners — and it is here 
that Li, and possibly other unidentified 
players, may get involved. Whatever 
deal Li gets involved in will likely be 
complex and involve numerous players. 

Husky's 57% controlling sharehold- 
er, Alberta-based Nova, is in no shape 
to handle the upgrading itself. Nova lost 
C$82.4 million in 1985 on operating rev- 
enues of C$3.3 billion, though it made 
C$98.8 million in the first nine months 
of 1986. It has been forced to take more 
than C$333 million in write-offs on un- 
successful ventures over the past few 
years. 

There have been hints Nova is not 
merely seeking a buyer for Husky but 
ae to structure a financing 
package that will lead to an expansion, 
rather than a contraction, of its ac- 
tivities. This could occur, for example, 
if Li were to buy into Husky's profitable 
retail operations, freeing up capital for 
other Husky expansions. 

There is also an important political 
dimension. While the present Progres- 
sive Conservative government is less 
paranoid than the previous Liberal ad- 
ministration about foreign control of 
the oil industry, it is unlikely to bless 
Li's involvement in Husky unless there 
is demonstrable public good it can sell to 
the electorate — such as enhanced 
energy self-sufficiency for Canada, 
something the purchase of a heavy oil 
upgrader would provide. п 
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Ф ARE canned pineapples, frozen 
chickens, rubber bands and spare parts 
for older-model cars the stuff of a stock- 
market boom? It seems to be so in 
Bangkok, where the tiny Securities Ex- 
change of Thailand (SET) has outper- 
formed virtually every other bourse in 
Asia since mid-year — partly due to re- 
markable export performances by such 
mundane items. — 8 0 

The market spent-most of the first 
half sunk in gloom, obsessed with pes- 
' simistic world-trade and domestic eco- 
nomic forecasts and the expectations of 
poor first-half company results. It was 
not disappointed where most of the re- 
sults were concerned: banks and finance 
companies, which make up some 55% 
of the stockmarket's capitalisation, saw 
“profits fall by 40% and more during the 
rst half. { 

But the voices of the prophets of eco- 
nomic doom were drowned out in late 
June. Spurred on by foreign money and 
domestic optimism, the Book Club 
Index began the climb which has seen it 
rise some 40% since, and volume blos- 
som from less than 700,000 shares à 
"week in mid-June to more than 8 million 
shares a week in early November. 

The numbers just got too. good to 
‘argue with. Thailand’s economic 
growth was unsurpassed in Southeast 
Asia last year at slightly more than 
4%, апа an even better performance 


1-1% forecast for 1986.: Meanwhile, the 


trade deficit may be less than half the 
1985 level and the current account may 
be in the black for the first time since 
1966. = fe 
Lower oil prices, and а stronger 
Deutschemark and. уеп, have helped 
: Thailand along with other Asian export- 
cers. And while the East Asian newly in- 
` dustrialised countries vie.for Western 
markets, the only economically similar 
country in the region — the Philippines 
is unlikely to:pose:much of a threat to 
| Thailand for perhaps. the rest of the 
“Manufacturers have become тоге 
¿export-oriented аѕ мей аѕ more effi- 


"collective bottom lines. The combined 
first-half earnings of all listed: textile 
companies were. Baht 155.2 million 
(US$5.2 million): not a lot in absolute 
terms, but they had lost.a combined 
Baht 47.3 million in.the.same period 
a year earlier. In the. food. sector (all 
those chickens and pineapples), the 
turnaround was cual marked: com- 
bined earnings of Baht 14.8 million 
after 1985 first-half losses of Baht 4.9 
million. 

Thai interest-rates have fallen to 
heir -lowest 1 Of the decade, 

ich has been 







and no wonder: savers can expect little 


"actual. and perceived, is far brighter 


“case, 


‘cient, and this has showed up on their 





| year . 


Canned pineapples and the faran 


C THAI TAKEOFF 


(Book Club Index) · 





i і à — 
sit growth: 5.8% "in the: first eight 
months of 1986 against 8.2% in the: 


year-eatlier period. Someof that money 


$ been moving into the stockmarket, 











more than 6% after taxes on a one-year 
deposit, making SET look much more 
attractive. м. 
ө NONE of which is to say that a note 
of caution would be out of place. Weak 
world commodity prices,: continued 
threats of protectionism. abroad, а 
mixed outlook for. domestic demand 
and a troubled financial sector stillcast 
their shadows on the Thai economy. 
But the macro-economic outlook; both 







than it was a yearago. | 
There is also the farang factor, with 
foreigners now accounting for about 


15% of SET business, up from 9-10% in 


1985. Non-residents can buy Thai stocks 
directly, with some limits on holdings in 
the financial sector (by government po- 
licy) and in certain companies which im- 
pose their own limits. Even in the latter 
overseas investors have been 
quick to forgive and forget if there's a 
corporate change of heart. When gar- 
ment-products distributor Saha Union 
decided to increase the foreign-owner- 
ship ceiling from less than 5% to 20%, 


the buyers moved in. Price-earnings | 


ratios are less than 10 for most shares. 
All of which makes the Land'of Smiles 
inviting to overseas investors who want 
Asian equities but don't like Tokyo 
prices or the arms-length relationship 
of Taipei or Seoul. 

With both foreign and domestic ap- 
petites for Thai stocks running high, 
SET is again. bravely promoting the 
notion of a second board for smaller 
companies. Between 10 and 15 new list- 
ings: can be expected in the coming 
(primarily X financial-sector), 





" 
g factor 
‚ some of which might find their way onto 


‚а second board — if the trick can be 
done. pen 






























But that old black-money magic still 
holds sway where most of the eligible 
companies are concerned: the fruits of 


| tax evasion are far sweeter than the pos- 
' sible rewards of good corporate citizen- 


ship. 

А reduction of the corporate-tax rate 
from 35% to 3096 as a reward for going 
public is:unlikely to impress the esti- 
mated half of the corporate sector which 
avoids taxes altogether by losing money 
every year.— in one set of books any- 


Way... i 

um Banks; which report figures on loans 
and deposits to the central bank, are 
already caught up in the governmen 
tax net, and have little tolose (anda litt 


to gain) by being listed. This goes farte... 
1 


explaining the financial sector's domi- 
nance of SET. when its contribution 
to. gross. domestic product (combined 
with real-estate activities) is only 
8:695. 

Since investors can hardly avoid half 
the. market, banks' plunging profits 
have not held their shares down: on 
the contrary, prices have risen 40% and 
more since the boom began at mid-year. 
© ONE of the beneficiaries of the mar- 
ket boom has been the Bangkok Fund, 
which got off to a sorry start when it be- 
gan offering units in September 1985 — 
the month of the most recent attempted 
coup. The fund's worth now stands 
at US$14 million (against a start-up 
value of US$10 million) and it plans to 
offer another US$15 million worth of 
units by the end of November. It has 
also applied for a listing in London, 
though its managers feel it is still t 
small to consider New York. One oft 
fund's smart buys was Siam Food Pro- 
ducts Co. (more pineapples), whose 
share price stood at Baht 473 on 18 
November —- representing a gain of 
132% over 12 months. 

The long-discussed Thailand Fund 
may make its debut by the end of the 
year. The venture, between the Indus- 
trial Finance Corp. of Thailand's 
Mutual Fund Co., the World Bank's 










. International Finance Corp. and Vick- 


ers da» Costa, is expected to initially 
offer units worth a total of Baht 500-600 
million. The fund has been under dis- 
cussion for some two years, held up by 
disagreements over the transfer of scrip 
from the Mutual Fund Co. (some of its 
holdings dating from the 1977-78 boom 
and collapse) — and more lately by tax 
questions. Shroff is told that investors 
will qualify for capital-gains tax rates 
of 12.5% and dividend tax rates of 
10% — in both cases, half the ordinary 
















New York 







Seattle 


Portland 











San Francisco I 
Los Angeles 


Honolulu 


YOUR WINGS 
ACROSS 
THE PACIFIC. 


Osaka 


Seoul 
Beijing N 
Shanghai 
Hong Kong 
Taipei 

When business takes you to Bangkok 
merica, it may not always be 

! New York, Los Angeles or Manila 


an Francisco. 


S 0. 
That's why it's nice to know PTT 





e's an airline whose wings can Auckland 
you to all of America. 1 
United Airlines can fly you Sydney 
2nstop to New York, Los Angeles, Melbourne 


an Francisco, Seattle, Portland 

* Honolulu. And then on to any 
more than 150 cities in all 50 

nited States, including the largest 

ty in every state and more top 

Jsiness centers. 

Everything goes more smoothly 

ith one airline handling the 

sheduling and baggage for your 

тіге trip. And as you cross the 


acific there's United's exceptional 
əyal Pacific Service to enjoy. 





чш. 
So the next time you travel to ~ X 
merica — whether to the East 


You're not just flying, 
oast, West Coast, or somewhere 1 : 
between — choose the airline you're flying the friendly sides. 


Сай your travel agent or United UNITED AIRLINES 


COMMERZBANK 382 





ver a century of market ex- 
Й perience, strong interbank 
onships, and worldwide access 


Significant reasons why Com- 
merzbank, one of West Germany's 
Big Three financial institutions, is at 
the forefront of domestic and inter- 
national investment banking. 

Lead and co-managing Eurobond 
- issues and syndicated Euroloans. 
Arranging swaps and futures as 








Headquarters Ро, Bax 100605. D- 


«Brainpower 


fuels all 
great works» 























well as tailor-made project finance. 
Providing access to the German 
capital market through bond and 
equity placements, including stock 
exchange introductions. And also 
offering sound M & A advice. 


Whatever the complexity of the 
transaction, Commerzbank has the 
financial muscle and brainpower to 
structure all the components into an 
effective financial package. When- 
ever you need it. 


Commerzbank 


German knowhow in global finance 






Hong Kong Branch: The Hong Kong Club Buang 25 float G.PO.Box 11378, Hong tong, Tel.: 5-842 96-66, Telex: 66400 cbkhkhx Tokyo Branch: Nippon Press Centar 2 24 Uchisalwai-cho; Chiyo-do-ku. - 
mmerzbünk (Gout East Asia? Lid: Tower 40. DBS. Building, 6 Shenton Way, Singapore 0106, Telephon: 


23.48 55, Telex: 27189 coksin. 





окус 100-9 phone: BOZ-4371- 125971 cbktok. Q 
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Ей іѕп+а Case, 
here's what you'll be missing. 


Hydraulic blade control. New diesel technology. 


To let you tilt and angle the blade from the Our engineering 
cab, we pioneered hydraulic blade control. It expertise brings 
‘helps you make every pass a working pass, and уои a new engine 
Case is the only company offering it on a// dozers. that works hard for 
: | з you and your bot- у 
tom line. Computer- 
designed from the 
































NN ka tud ground up to pro- 
С s vide maximum per- 
` от formance with fewer 
Power turn productivity. moving parts, the new 
——————— Y'/Y/— — — (ASS engine gives you roli- 


To turn in hard, soft or wet able lugging ability on less fuel 
ground, and to keep the load with longer service intervals. It 
on your blade, you need power gives our new 850D crawler a real edge, and 
on both tracks. it will be in all our new dozers. 

With our mechanical drive Mechanical power tum. Hydraulic blade con- 

power turn, you get the tum trol. New diesel engine. Servicing efficiency. Just 
capability you need, without four of the reasons why Case dozers give you a 
. the service risks that often productivity edge. er 
fm, соте with hydrostatic Give yourself the competitive edge 

L or competitive that comes only with a Case. See your 
; makes. Itis avail- Case dealer today, or write: International 
able on all Marketing, J | Case; 700 State Street, 
Case dozers, Racine WI 53404, U.S.A. Telex: 26-4425. 


J1 Case | 
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30 Electrical and Electronic companies, 
2 Freight Forwarding agencies, 7 Printers 
and Publishers, 3 Paper Mills, 6 Transport 
companies, 3 Packers, 2 Robotic Engineer- 
ing companies, 16 Precision Engineering 
groups, 25 Mechanical Engineering works, 
8 Computer companies, 26 Business and 
Secretarial services... and a man who 








makes printed circuit boards: 


Glenrothes has over thirty years experience of 
establishing an infrastructure that makes sense 
for business development. 


Over thirty years of providing a sourd indus- 


trial base for the widest range of compenies has 
resulted in a continual pattern of successful growth 
for the community-the businesses mentioned 


above are but a small proportion of those 
enjoying all the benefits of a continual association 
with Glenrothes Development Corporation. 


*With support from Glenrothes Development 
Corporation Michael Conway has set up his own 


‘company С. В. Circuits, to produce printed 


circuit boards. 


GLENROTHES 


PM EN T CORP 


FOR FURTHER INFORMATION PLEASE CONTACT: JOHN MeCOMBIE, DIRECTOR OF DEVELOPMENT, GLENROTHES DEVELOPMENT CORPORATION, 
: BALBIRNIE HOUSE, GLENROTHES, FIE, SCOTLAND KY7 6NR. TELEPHONE: 0392-754343; TELEX: 727125. > 


























| Bank Negara; Lim: delayed action. 
FINANCE - 









By Nick Seaward in Kuala Lumpur 


TE controversy surrounding the Ma- 
laysian Government's White Paper 
on the 24 suspended deposit-taking 
cooperatives has escalated: As more 
details of the investigation report have 
emerged, the parts played in the man- 
agement of several cooperatives by 
prominent members of the Malaysian 
Chinese Association (MCA) and other 
parties in the ruling National Front coali- 
tion have fuelled demands that the gov- 
ernment- reverse its earlier refusal to 
guarantee all deposits. (REVIEW, .20 
Nov.). Depositors of the two coopera- 
tives for which liquidation was recom- 
mended have taken to the streets to 
demonstrate against the government's 
decision. 

iw. The main opposition party, the 
mocratic Action Party (DAP), is at- 
mpting to spearhead the protests and 
has called for an. independent commis- 
sion of inquiry to investigate what it 
terms "the negligence and irresponsibil- 
ity of the government." In a speech to a 








meeting of depositors on 14 November, | 


DAP secretary-general Lim Kit Siang 
áccused the central bank, Bank Negara 
(BN), of having known of the extent of 
the problems facing the cooperatives as 


early as January this year — some seven | 


months ‘before action was first taken 
against them. 

5, “On looking back,” Lim also said, “it 
is clear that there was a conspiracy in- 
volving the Cooperative [Development] 


allow such cooperatives malpractices to | 


continue.” 
The close association of the MCA 


with several of the stricken cooperatives | 


has become a source of embarrassment 
to the party, A riot nearly ensued on 16 
November when MCA delegates at- 
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positors strike back 


Malaysia feels the heat from disgruntled investors 


tacked a group of some 50 depositors 
and two DAP MPs who were picketing 
the headquarters of the МСА on the 
morning of the party’s annual general 
assembly. An angry mob of delegates 
tore down the demonstrators’ placards 
and abused them for making the 
Chinese community lose face in front of 
the prime minister who was delayed by 
the. fracas from leaving the building 
after delivering a speech. The de- 
positors, who were silently displaying 
placards calling on the MCA to assume 
responsibility for their problems, had to 
be protected by two truckloads of riot 
police. 


Within the MCA itself, surprise was. 


expressed that no reference was made 
to the cooperatives crisis during the gen- 
eral assembly. Although the women’s 
wing of the party came out in favour of 
the government helping the dépositors, 


_a delegate to the main assembly pointed 


out that no draft resolution was put for- 
ward on the crisis. | 


ү cooperatives. . . have formed 
an important financial link of the 
Chinese community," said the delegate. 
"The MCA should try to prevent this 
link. from being broken." After having 
poured scorn on the DAP for trying to 
"pass the buck onto the MCA," MCA 


| president Datuk Ling Liong Sik told re- 
| porters that his party is currently work- 
| ing ona plan to help the depositors, but 
Department and the cooperatives... to | 


been a management shake-up in one of 
the two coo 


refused to give details, 

Meanwhile, the MCA-related Ko- 
erasi. Serbaguna Malaysia (KSM) 
as taken steps to improve its precari- 

ous financial position and there has 


Bersatu 







ratives due ip be liquid-:; 
| Beli 
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| tion of its assets, which indicated a net 


. not.known; according to the report by 


_by Wee as of 8 August — the day Wee 


; sidiary, Serita Development. KSM was 






(Kosatu). Appointed to the post оѓ. 
Kosatu deputy managing director was 
Hoo Ke Ping, the deputy chairman of the 
MCA Youth Federal Territory division. : 

The new board of Kosatu has stated : 
that it will resist any attempt to wind it 
up. Headed by the Kosatu depositors' 
action committee, Ng See Tiong, the 
new directors have disputed BN's valua- 1 

























worth of not more than 30 M cents (11 
US cents) for every dollar deposited 
Kosatu's powerful new ally, Ling, м 
is. also transport minister, has assuré 
delegation of depositors that he wi 
look into their problem personally. ~ 

At the same time, Kosatu has ар- 
pealed to its debtors to settle their ac- 
counts as soon as possible: these people 
include. Sarawak timber magnate Тап 
Sri Wee Boon Ping, said by BN to owe © 
Kosatu M$5 million; and Kosatu's 
former chaitman, Tee An Chuan, who 
owes atleast M$4.7 million. 

There is not much hope of Tee re- 
paying his debts at the moment as he is 
awaiting sentence after having admitted 
charges of criminal breach of trust in- 
volving M$603,700 of Kosatu's money. 
Wee, ‘however, is being sued by the 
cooperative and has made an undertak- 
ing to settle up as soon as possible. 

The status of Wee's debts to the 
other cooperative due for liquidation is 







































































BN, Syarikat Kerjasama Penjaja-Pen- 
jaja dan Peniaga-Peniaga Kechil Selan- 
gor (Sakapp) was owed M$2.5 million: 





resigned as chairman of Sakapp. The. 
cooperative was found to have assets of 
37 M cents for every dollar deposited àt 
the time of the suspension. 

For the largest of the 24 suspended 
cooperatives, KSM, the race is on to sell 
the 222.2 million shares in the MCA's 
investment arm, Multi-Purpose Hold- 
ings (MPH), that it owns through a sub- 


found to be worth only 41 M cents on 
the dollar but BN has given it a chance 
of joining.the M$400 million soft-loan 
rescue scheme if it can divest itself of the 
MPH shares. 

The shares were valued in Serita's 
books at M$488 million but BN has re- 
commended a write-down to M$101 
million — in other words, from M$2 to 
45 M cents a share, compared with the 
current price of around 60 M cents. 
There have been reports that KSM has 
been negotiating with other MPH sub- 
sidiaries, Malaysian French Bank and 
Magnum Corp., to take the shares, but 
it is also understood that a group of 
Chinese investors are interested in pay- 
ing around M$1.60 a share. This group 
reckons that a further M$100 million 
will have to be written off the value of- 
MPH's shipping assets but that the con- 
glomerate is a good investment in the 
long term. If KSM does get M$1.60, it 
would bring.its coverage ир to .88°M 
cents forevery dollar deposite ) 


















































































By Lincoln Kaye in Bombay 


Bie at India's premier stock ex- 
change are on strike for the second 
time in a month following non-resto- 
ration of documents seized by tax offi- 
‘cials during raids on 25 brokers last 
month. Bombay bourse officials say 
that the release of share certificates, 
documents and frozen bank accounts is 
' essential for continued trading. But for 


Street insiders hint that the timing of the 
hiatus might prove convenient for sev- 
eral of the brokers whose financial base 
has become precarious. 

Rumours: have it that the: dalal 
(trader) whose default on acceptance of 
a forward share commitment (REVIEW, 
23 Oct.) triggered the currentslump was 
hardly an isolated case. Not only was а 
' major Calcutta broker reported to have 
welshed on a commitment. in. mid- 
November, but several Bombay jobbers 
are said to be alarmingly over-extended 
on “pivotal” stocks. The strike-bound 
bourse has no chance for quick re- 
ссомегу. "Confidence has been badly 
shaken," comments one broker. "Even 





all their professed. indignation, Dalal — 


Non-negotiable traders — 


Bombay’s dalals go back on strike over tax raids 





"terests. But now an additional Rs 4 bil- 


T 





among ourselves, we don't trust each 
other anymore." E 
The market will have to continue run- 
ning on trust and forward transactions, - 
however, since cash liquidity seems 
likely to hit a, dry patch. in coming. 
weeks. Small investors аге pulling out 
money to place їп а couple of block-bus- . 
ter capitalissues coming to market early 
in December. | Pundits. were. nervous 
enough in the first place about the mar- 
ket's capacity to absorb Rs 800 million 
(US$61.2 million) worth. of par-valued 
scrip in the Birla group's Indo-Gulf fer- 
tiliser joint venture with the Uttar 
Pradesh government and Bahrain in- 


lion worth of Reliance Industries' con- 
vertible debentures has jumped the 
queue to come out a week ahead of 
Indo-Guk. 


he Re iance issue was first proposed 
by the company in August after Fi- 
nance Minister V. P. Singh sent the com- 
pany’s shares reeling by denying the 


шер 
while its. somewhat hub 


“weeks. of the eventual 





convertibility of its "F" series bond issues 





р { as been stalled 
istic premium 
application of Rs.190 a debenture on 
conversion was whittled down to just- 
Rs 62.50 in lengthy negotiations with 
the Controller of Capital Issues (CCI). 
The delay, however, worked to Re- 
liance's advantage in two ways: the con- . 





‚ version price is now such a steal that the 


debenture: should sell like hot cakes, 
and the documentation has been pre- 


"pared so long in advance that the issue 


could be rushed to market within 

go-ahead, 

thereby stealing a march on Indo-Gulf. 
Prospects for the fertiliser venture's 


„issue have also been somewhat dimmed 


by this year’s poor monsoon, which has 
cast something of a pall on agro-industry 
shares in general. But the Birla name 
should carry the issue through to nearly 
full subscription, market sources ex- 
pect. As for the Reliance issue, dalals 
would not be surprised to see it ve 
subscribed several times. That уо 
allow the company to issue an addi- 
tional Rs 1 billion worth of paper under 
terms worked out with the CCI. It could 
also potentially tie up a huge block ofin- 
vestible funds for months, going by the 
experience. of the past capital issues. 
Reliance has worked out a "rapid re- 
fund" scheme for the debenture flota- 
tion, but itremains to be seen how effec- 
tive this proves in practice. п 

















COMPANY RESULTS 







































































































































































| Net % change % change | Dividend 
Company Period profit | on period | Turnover onperiod | (prev) | Comment 
| _| ; 
Singapore T Y31 Aug. | $$19.23m 247.6 | S$64.€7m T -17.5 7.5% | Debt-ridden property developer plans to raise S$92.2m 
Land (US$8.8m) sj (U8$23.5m) (10%) | through a rights issue of 6% convertible unsecured loan 
К Stock. 
à = "D =з Lr t = ^ | 

China Light Y 30 Sept. | HK$1.47b +16 na. n.a. 60e | Electricity sales grew by 11.6% compared with 1985. 

& Power Co. (US$188.5m) (50g) | Directors expect total dividends for 1987 to be at least 69g. 

(Hongkong) К B | á | 

Dae Sung H31 June | Won 1b +37 | Won 1032b | +13 ота. Good sales and profit performances due to price increase: 

Industrial Co. (US$1.1m) (US$118.6m) (Won50) | in main product line — coal briquettes — ала cost 

(South Korea) | ; wk . |. reductions following oil-price falls. | 

Nippon Stee! | H30Sept.| 11.956 n.a. ¥1.tt d -23.5 nil > | Loss contrasts against previous half-year profit of ¥21.91b. | 

(Japan) oo 703 | (US$73.3m)> (US$6:7b).. (12:50) | 

Westpac Y 30 Sept. | A$379.56m *3 na. na. ^ 28¢ | There was also an extraordinary loss of A$97.93m vs profit | 

Banking | (08$245.2m) (27¢) | of A$493,000 previously. Poor savings-bank results wer 

Corp. ds offset by good performances in trading and merchant | 

(Australia) | bankingarms. ` 

Australiaand | Y 30 Sept. | A$315.42m +4 n.a. n.a. 314 Profits from global banking operations were marginally | 

New Zealand (US$203.8m) (same) | higher than the year before, but were adversely affected į 

Banking Go NP s | by higher debt provisions, 

Japan | H30Sept. | Y 1.9b -79 3 400.58b -11 nil | Sales forecast for full year is ¥768.4b for profit vs} 

AirLines Я | .(US$1 18m) | (US$2:5b) (nil) ¥823.97b. 

Nomura | vao Sept. | ¥150.55b +76 ¥817.73b | +58 F ¥10.5 | Record profits helped by hectic trading in equity and bond 

Securities (US$933.4m) (US$& 1b) (#8) markets on the Tokyo Stock Exchange in second half of | 

(Japan) fiscal year. Profit forecast for 1986-87 is Y 160b on sales of 
X 815b. à I 

Daiwa | Y30Sept. | Y97.02b 189 | ¥504.14b ¥9 | Net profit forecast is ¥98b for current year on sales of | 

Securities ' | (US$601.5m) (US$3.1b) (x7) 
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New initiatives ahead _ 


SELECTED EXPORT COMMODITIES 










creases. Cotton and sugar crops will 
| both fall below 1985 levels, ho n 
due to what official sources d 
scribe as "planned reductio 
in sown acreage." B 
But fertiliser  shortàg 
have been reported in many 
provinces — including Henan, 
. Anhui, Sichuan, and Shanxi — 
which may affect certain аи- 
tumn-sown crops. Prices for 
nitrogenous fertiliserin Hena 
have jumped from Rmb 180 
(US$49) to Rmb 250 since A 
` gust, and in some:areas peas- 
ants may be paying as much as 
Rmb 300 ór more. There has 





ue are clear signs that China is 
m E ared to embark on new reform 
itiatives on prices and finance after 
hat has been à year of cooling off, fol- 
wing excessively. high industrial 
growth in late 1984 and 1985. 
Industrial growth this year has 
stabilised near the targeted range of 
7-896, down from 18% in 1985, and the 
‘rate of increase in fixed-asset invest- 
ment has slowed to 18.7%, still too high 
;but much better than the 33.7% in- 
.eréase in 1985. 
However, the number of loss-mak- 














































































































ing, state-run enterprisesis growing. By | 2928. 5 B also been a reported general 
September more than 6,800, or 17.6% | 14uv'86 cil. 16608 increase in the costs of produc- 
of all’ state-run. industrial enterprises Source: State Statistical Bureau. HF tion for most farmers and de- 


were running in the red, compared to 
5% and 10.7% in 1984 and 1985. 

Among key commodities, steel pro- 
duction increased 11.7% and electricity 
9.1%, but coal and crude-oil output 
grew only 1.2% and 3.4% respectively. 
Output of chemical fertilisers, which are 


| | PEE = ReVEWIABLE Res e — feriorationin the rural sector's 
and steel products. Already, in early | termsoftrade. 
November, remaining price controls Although China's visible trade deficit 
were removed for 749 different con- | continues to mount, totalling US$9 bil- 
sumer goods including stationery, cloth- | lion on two-way trade of US$51.8 billion 
ing, shoes, leather and woollen goods, | for the first: nine months of 1986, the 
hats, furniture and other products. rate of deficit formation is declining, as 
in short supply this year, was un: A decision appears to have been | export growth outpaced import growth 
changed, but production of motor уећі- | reached to extend further experiments | over the same period by 14.8% to 5.196. 
cles and tractors declined by 15.8% and | in share trading and the conversion of Exports to Japan fell 21.3% to 
11.1% respectively. DUE state and. collective. enterprises into | US$3.4 billion while imports dropped 
‚ The recent opening of short-term | joint-stock · ownership structures, | 15.7% to US$8.8 billion. Important ex- 
capital markets for banks and other fi- | though it remains unclear how many en- | port growth areas were Hongkong and 
nancial institutions in the cities of | terprises will ultimately be involved, or | Macau (with exports worth US$6.8 bil- 
Shanghai, Wuhan, Cantón and. Wuxi | whether a final consensus has been | lion, ир 36.3%), ЕЕС (US$2.8 billion, 
marks the first stage of what may be sub- | reached among the leadership on adopt- | ‘up 81.4%), Eastern Europe (US$944 
stantial changes in China's finance and | ing equity-share ownership. million, up 86.3%) апа the Soviet 
banking system, making it possible for China's grain harvest appears likely | Union (US$888 million, up 51%). Im- 
individual bank branches to borrow and | to recover from last year's decline | ports increased substantially from the 
lend funds across administrative and | (though still below the record 400 mil- | EEC (US$5.5 billion, up 33.4%), Aus- 
geographical boundaries. > lion tonnes reaped in 1984) despite serious | tralia (US$1.T billion, up 33.8%), East- 
hina is likely to take steps next year | drought in Henan province, an impor- | ern Europe (US$1.4 billion, up 46.5%) 
to remove price controls for certain in- | tant wheat producer. Oil crops, tea and | and the Soviet Union (US$903. million, 
dustrial raw materials, including steel | truck vegetables will also show in- | up 57.6%). — Robert Delfs 
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Sellers swamp the floor 


PROFIT-TAKING took its toll of previous high-flyers, such as Australia and New 
Zealand, both of which lost a substantial 5% and 6% of their values respectively in 
the period to 17 Nov. Bombay continued to be dogged by tax problems. 


“HONGKONG: Prices fluctuated widely. ой re: 
duced turnover but sentiment remained substan- 
tially bullish. News of more potential corporate 


| takeovers continued to fuel the market, helping: 


ће Hang Seng Index gain 36 points on the period. 
„to close at 2,242.89. Turnover eased to HK$648.5 
million (US$83.1 million) а day on.173.7 million 
shares traded. Volume was especially high on 13 
Nov., hitting -HK$1.06 | billion, spurred by 
rümours that property tycoon Li Ka-shing was 

buying into а-тајог Canadian oil firm and that 

«Japan's Mitsubishi Estate was planning a takeover 
bid of Hongkong Land. 


TOKYO: After a brief surge forward the market 
steadily dropped, with the. Nikkei Stock Average 
closing at 17,303.04, ир 249.84 points on the 
period. Volume for the period was lów, averaging 
404:4 million shares: Uncertainty over the yen- 

ollar éxchange rate prompted institutions back 
into the market though selective, small-lot selling 


brought prices in a number of themes down. Bank ` 


issues moved little, while pharmaceuticals and 
; precision instruments were also weak. 


KUALA LUMPUR: Prices rose steadily for most of 


the period, initially due to short covering afterthe 


falls of the previous few days. Sentiment. was ` 


helped by the central bank's decision to help the 
deposit-taking cooperatives but the three coun- 
ters-associated with struggling property magnate 
Wong Kee Tat came in for heavy selling pressure. 
Fraser s Industrial Index closed 9.7 points down at 

887.74 and the average daily volume of shares 
traded was 9.98 million, worth around M$12.35 
‘million (US$4.7 million). 


SINGAPORE: Lingering nervousness was em- 
. phatically dispelled at the beginning of the period 
by a heavy bout of buying. Chartists had been say- 
ing that ап upturn was overdue and blue chips 
“benefited the most, but the optimism soon peter- 
wd out as.rumours regarding the Wong Кее Tat. 


stable of companies began to sprea | 
wave of short-selling. Fraser's Industrial Index 
‘closed 57.82 points up at.5, gand the average 
уоште was 21.35 million shares, with a value of 
$39.70 million (US$18.1 million). 


AUSTRALIA: The recent boom on sharemarkets 
burst às the gold price dived below the 058400 
evel and the government released the worst ever 
balance-of-payments figures. The All-Ordinaries 
Index plunged 74.1. points to close the period at 
“4,326.6 on a spectacular 102:8 drop in the. Gold 
ndex to 1,546.6 and a 108.2-point fall in.the AH- 
“Industrials. Index to: 2,104. 1.. Some 690 million 
shares were traded over the period, worth a total 

- of A$840 million (US$542.6 million). 


-NEW ZEALAND: A substantial reaction to the 
"strong rally which had occurred during the two 
previous periods prevailed throughout the látest 
period. This included a record one-day fall of 96.3 
points only 10 days after a new record one-day 
gain of 121 points was recorded. Although the 
stalled bid for NZ Forest Products. by Fletche 


iggering a 


“paint to close the period at 165.9. 


| Challenge contributed to the change of mood, the 


mzin cause was plain old-fashioned profit-taking, 
following heavy rises. Volume for the period fell 
to 50.7 million shares; valued at NZ$176.4 million 
(US$91.4 million). 


TAIPEI: Exchange-rate jitters drove the market 
dcwn, as the weighted price index dropped 19.3 
pcints to close at 1,007.48. The market was swept 
by rumours that the US апа Japan were pressing 
fo- a rate of NT$32:US$1, compared to 17 Nov.’s 
closing rate of NT$36.36. Trading volumes: also 
dropped substantially. Average daily transactions 
amounted to NT$3.1 billion. Textiles shares suf- 
fered the largest drop, with the specialised index 
declining by 2.6%, while cement counters went 
against the current with a slight increase. 


SEOUL: Rumours. of the assassination of North 
Korean leader Kim Il Sung sent the composite 
index soaring by 4.15 points on 17 Nov. alone, end- 
ing the period 6.74 points ahead at 258.13. Turn- 
over dropped Won 1.15 billion (US$1.3 million) 
to Won 25.37 billion for the 23.1 million shares 
traded on a daily average basis. The insurance sec- 
to- once again recorded the highest jump, up 
8.7%, followed by construction, which rose 5:190: 
The largest individual gains were recorded by Ko- ^ 
rean Fire and Marine Insurance and Haedong Fire 
and Marine Insurance. 


BOMBAY: Brokers have once again boycotted 
the trading floor in protest against the local in- 
come-tax authority's failure to return; as prom- 
iscd, the share certificates, documents and bank 
bcoks seized in October's Dalal Street raids. The 


:BSE Index, which had plunged to 541.15 in the 


previous period, never got a chance to recover and 
closed the strike-shortened period week at 540.53 
points, 


BANGKOK: Despite heavy profit-taking, the 
market held firm. Most:stocks fluctuated in slug- 
gish trading. Thai Tin Plate rose on good third- 

Larter profit results, while buying was also evi- 
dent in. Charoong Thai, General Finance and 
Metal Box. The Book Club Index gained 0.64 of a 
olume for the 
ériod totalled Baht 510.89 million (US$19.4 mil- 
ісп) for 3.4 million shares traded. 


MANILA: The killing of labour leader Rolando 
Olalia, head of the radical federation Kilusang 
Mayo Uno, by still-unidentified persons gave the 


stockmarket little chance to recover from thepre- | 


vious period’s jitters caused by rumours of a coup. 
Average turnover came to P40.28 million 
(US$1.9 million) a day, down 15% from the previ- 
ous period, on volume.of 562.25 million shares, 
down 10.5%. Share prices ended mostly lower, 
w th many of the declines recorded after news of 
the killing on 14 Nov. The commercial-industrial 
index closed at 4.61 points lower at 499.77, the: 
first time it ended below the 500-point level, which. : 
it crossed on 9 Oct, The mining indicator fell from 
а mid-period peak of 2,192.55 to 2,088.96, for a 


‘net gain of 26.59 from the previous. period 









































Taipei nila | Bangkok | Bombay | 

Weighted | Mining | BookClub |StockExchange 
1,015. 36 ^| 164.79 541.31 
165.63 541.46 
{ 164.79 540.43 

5,496.10 | 165.04 na trading 


! closed |! closed | closed 
- 5,445.18 2,887.74 | 165.90 notrading 
+4.11% |. -033*5 А а? +0.39% i ~ 0.13% 
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| Japan: Nomura intemational (ЧК: Hongkong: 
| Stock Exchange of Hongkong Ltd; Hang Seng Banki | 
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ou Could Gather 
It Yourself 


The Recognized Authority 

Now in its 24th year the CHINA TRADE REPORT 
which is published monthly by the Far Eastern Econo- 
mic Review has long been recognized by leading busi- 
ness executives throughout the world as the most 
authoritative newsletter of its kind. 


CHINA TRADE REPORT Provides A Broad Ra 


al se for anyone doing, or wishing to do, 
business with China. 


You Could Gather It Yourself 


You probably could get the same eaten on your 


own but in order to locate. what. 

and every 16 foolscap: page iss ‘of CHIN ( 
REPORT you'd have to read hundreds of p blic 
not to mention have. your own network of j 
porting from all the important zones in China 


Why not subscribe now and discover for yourself how 


the CHINA TRADE REPORT can help eliminate the uu 
mystery and much of the risk i in doing business with ^ | ^ 


China. 


,S8mallinvestment. . . Handsome Dividends 


Start benefit 
packed CHINA TRADE REPORT by subscribing 

now. A small investment today may pay handsome 
~~ dividends later in saved time, energy and T 


Post this coupon today! 
Circulation Manager, 

Far Eastern Economic Review; Ltd., 

G. P. О. Вох 160, Hong Kong. _· 


Please enter my one year subscription (12 йкы) for. vu 


. the CHINA TRADE REPORT. | enclose a cheque/ 
money orderof ^ . madeouttothe Far Eastern 
Economic Review. Or, please charge my credit card 
iei one): 


"American Express [3 Diners Club 0 
MasterCard 0) Visa LJ 


_ (Please print in block letters) 
Pu бага Мо: ы 


." Exp. Date: 
з. Signature: 


IMPERIAL COLLEGE, University of London 


Following the continuing success of the Masters Programme in Manage- 
ment Science, applications are now invited for the newly launched one-year 
Masters Programme i in 
THE MANAGEMENT OF TECHNOLOGY i 
This programme consists of core management Subjects followed by special: 
isation in one of x Streams: 
Energy Planning. апа, Маале 
5 Pri M 
3. 1 
The programme hi 
the growing indu fu 
For prospectus and application form write to: 
Dace а ted 
anagement Science 
үрөп College of Science and Technology 
» Exhibition Road, London SW7. 2BX, England. 
Tel. 015895111 Telex 201903 








mediately from the information- 


Беота T 


The Far Easter Economic Review is 
looking for an experienced financial 


| Journalist to be based in Hongkong with 
a brief covering East Asian markets. 


of penetrating analysis 


| : ea able to write crisply on corporate 
and aning topics. 
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he four-kilogramme Victorian pitch- 
| er that Australia won in its 1983 
„America’s Cup victory is worth just 
| A$1,112 (US$700) in silver. Buta host of 
-private entrepreneurs and public pro- 
moters in Perth, where preliminaries for 


not locking at silver. They are going for 
gold, hoping that yachting's top prize 
will waft a billion dollars or more into 
Australia's "Golden West." | 
Notsince the Gold Rush of the 18905 
haz Western Australia seen so much 
gold fever. Rarely has à city seen such a 
boom in hotel and resort construction. 
A Perth businessman and a Malaysian 
developer have paired up to open the 


“part of a A$280 million complex located 
“on the city's former garbage dump.: 
Despite declining room occupancy 
rates in the area, three new five-star 
"hotels have sprung up in the past two 
years; six luxury hotels have undergone 
major ámprovements, and 200 smaller 
hotels tone out of every three in the state) 
have changed hands as more investors 
soughta piece of the tourism action. 
Just about every pub and boarding 


o where Cup activity is based, has 
een given a new name and a new face. 


sailors have accounted for more. than 
20% ot all international visitors has.sud- 
denly, in just three years, witnessed 
construction of 51 tourist-related pro- 


Australian Tourism Commission, which 
compiled the statistics, says another 138 
projects worth A$2.2 billion are in the 
peline. qu Red 
Much of this construction, to be 
sure, was proposed before beer and 
property tycoon Alan Bond wrested the 
Cup away from the New York Yacht 
г Club in that club's first loss in 132 years, 

















tor years ahead of schedule. 

Now, as four Australian and 13 inter- 
national yachting syndicates plough 
through the five-month, 750-race series 
that will determine a world champion in 








the Cup challenge recently began, are | 


world’s third-largest casino as the first. | 


house in Fremantle, the once-sleepy. 


An isolated city where American: 


jects worth A$548 million. The Western | 


Bond's Cup defence headquarters: banking on the race. 





early February, some investors and de- 

















velopers are casting nervous eyes at the 
relatively low tourist traffic seen so far. 

A major study last year by local uni- 
versity analysts predicted that Perth’s 
hotels wculd be filled to capacity in Oc- 
tober, January and February. That did 
not materialise in October, and as the. 
standard 60-day cancellation period ar- 
rives for early 1987 bookings, some 
hotels are reporting sizeable booking 
losses. It appears the state, which pro- 
claimed 1986 the “Year of the Visitor,” 
may need to extend its hopes into the 
New Year. 

Even ‘f thousands of yacht-lovers do 
show up at the last minute, sceptics are. 
beginning to ask whether thé state-run 
Western Australian Tourism Commis- 
sion can -ealise its dream of converting 
worldwide publicity from the Cupinto a 
long-term tourist bonanza and thus, 
carry WA through its current mining 
and farm ng recession. 

The tc urism commission and most of 
the new resort and five-star hotel 
operators, on the other hand, are stick- 
ing to their official optimism — and not 
without some reason. т : 


С Д" its shares are still trading be- 


low par, Burswood Island Resort 


сапа its 24-hour casino are drawing 
10,000 people a day and boasting a daily | 
“turnover of A$1 million. Owners Dallas 


Dempster, of Perth, and Tan Sri Lim 
Goh Toag, chairman of Genting of 
Singapore and Malaysia, are aiming at a 
clientele not related to any Cup-created 
traffic: a combination of the gambling- 
oriented Australian public and newly 
mobile "high rollers" from throughout 
Southeast Asia, 

By the time Burswood's large hotel, 
convention centre, 10 restaurants, 18- 
hole golf course and 14,000-seat sports 
arena are completed next year, the de- 


| velopers claim it will be the largest re- 


But Bond's victory in Newport injected. ` 
so much euphoria and so many tourism , 
expectations into “W, A.,” as the locals | 
call their state, that dozens of projects | 
were pushed from architect to contrac- | 





sort in the Southern Hemisphere. And 
that docs not count two additional 
hotels proposed for the same site. 


With 2,000 km of desert at its back | 


door and 5,000 km of ocean at its front, 
Perth must do battle with isolation as it 
attempts to become à major tourist 
centre. t is getting some assistance 
from the depressed Australian dollar. 
Tourist spending in WA has jumped 
30% іп three years, and the state is bent 
























































on making tourism its top industry by 
the end of the next decade. 

The tourism commission recently 
opened a Tokyo office, and with its 
Singapore office is targeting Asia (now 
the source of 7% of WA visitors) as a 
major new market. The state govern- 
ment and:a Perth business consortium 
last month: launched a A$1.25 тоа 
programme to attract tourists with W 
theme, "G'Day from WA." ! 

In addition, state officials have just 
opened an office in Fremantle to flag: 
down ‘investment dollars from (ће 
thousands of overseas visitors expected 
for the Cup, and several new festivals 
and conventions have been called on to 
capitalise on the vachting crowd. They 
include a rather high-powered Pacific 
region conference, dubbed PacRim (17- 
19 November); an international exposi- 
üon (21-30 November) that is being 
touted as a mini-world fair, and a A$13 
million, summer-long Festival of Sport, 
headed by a former state premier. 

Meanwhile, in a different kind of 


‘marketing, the gamblers in Perth's hos- 


pitality trade and the promoters in the 
public sector have met.their match in 
the corporate sponsors who are pouring 
big bucks into the 17 Cup syndicates. 

It will be a battle of bankers and 
brewers, since several major banks hav 
become sponsors. Westpac, Australi 
largest independent bank, has p 
$350,000 into the Cup defence plus 
promotion. The Hongkong and Shang- 
hai Bank is pouring A$1 million into the 
Bond syndicate: 

New Zealand merchant banker 
Michael Fay, who believes the Cup 
could revive his country's economy, 
said his group's investment of A$15 mil- 
lion on the Kiwi crew is a good one in 
light of a possible national payback of 
two or three billion dollars. 

“If I could get a horse with the odds I 
think this outfit's got, I'd call that a hell 
of a good deal," he said. | 

Between now апа February, 
yachtsmen will fight it out on the choppy 
waters off Fremantle. Most Perth resi- 
dents will catch the action on TV. But 
WA is betting it will retain the Auld 
Mug and turn that chunk of silver into a 
stream of gold that will not stop flowing. 
for, well, at least 132 years. 

Я — Eugene Kraybill 
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this region justify optimism." 





"Given the potential economic and 


political development of Asia we anticipate a 
growing demand for reliable, concise and 
above all objective assessments of events." 





"s... we discern a remarkable thirst for 
more and better education, information and 


knowledge, and intellectual satisfactio 





"At any time and in every case, unbiased 
and dispassionate, factual and balanced 


reporting will be our aim and policy." 





'The Editor 
Far Eastern Economic 
First Issue 1946 


Forty years 


In the middle of а decade which 
had seen the greatest upheaval the 
world had ever known, a group of 
men with faith and foresight set their 
eyes on Asia. 

They recognized the need to 
chronicle the restructuring of Asia 
from the ashes of war. A region 
that they felt would rise and grow 
at an astonishing rate, perhaps 
faster then any other. A region that 
they felt ihe world would need to 
watch carefully. 

In October of 1946, a publication 


“The present position and potentialities of 


n." 


Review 


dedicated to balanced, objective 
coverage of Asian affairs was born. 
Its name: The Far Eastern Economic 
Review. 

In the decades that followed, the 
phenomenal growth of Asia 
astounded the world. The prophecy 
of those visionaries echoed strongly; 
leading the Review to consistently 
serve as an important channel of 
information on Asia. This dedication 
and foresight has not changed. 

Today. 40 years later, the 
Far Eastern Economic Review is the 
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ASIA CIRCA. 





world’s premier publication on Asi 

affairs. Unmatched by any other. 
Today, more than ever, when tk 

Review speaks, Asia listens. 
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Unparalleled influence in Asia 
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Your pleasure is à priority on Sabena Business Class. 


Ae Canapés 
~ 
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Sabena. 
Savoir faire in the air. 


Sabena Business Class. 
We put the emphasis on class. 


With their intercontinental Business Class, 
Sabena have thought of everything. 

Enjoy the brand-new ergonomic chairs in the 
extra roomy cabin at the front of the DC-10's. 
Special check-in facilities, spacious lounges 
at most major airports, priority boarding and 
unboarding will keep you away from the 
crowd. 

You can sit back and relax while our spe- 
cially trained cabin staff serve you compli- 
mentary drinks - including champagne - and 
a choice of menus served on fine tableware. 
Perhaps you'd like your favorite magazine, a 


hot towel, some music or a good movie ? No 
problem. And when you arrive, you'll find 
your luggage is the first to be unloaded. 
That's Sabena savoir faire. 

Should you depart from or arrive at Brus- 
sels international airport, you'll be delighted 
by the friendly, hassle-free atmosphere. And, 
it's only minutes from the heart of Brussels. 

Whether you travel far or near, it's a real 
pleasure with Sabena Business Class. 


Your travel agent or Sabena office has all the 
details. 


Make sure you're booked aboard SABENA 


IMPACT-FCB Belgium /SMM 547 






































































































































































































































Moving in the Same Direction 


Lucky-Goldstar is a U$10-billion 
group of 23 Korean companies 
working m chemistry, electronics, 
and services. 

"Today, Lucky-Goldstar products 
and services ranging from engineer- 
ing plastics, home appliances and 


fiber-optie communication systems 
































to construction, finance and trade are 
helping to create a better quality of 
life both at home and abroad. 

But these accomplishments 
aren't ours alone. 

Through successful partner- 
ships with companies like AT&T. 
Hitachi, Siemens, and Caltex, we've 
developed a leading edge in some of 
today’s most important business 
fields. Through technical exchanges 








and joint ventures abroad, we're 
working with our partners to pro- 
mote economic growth and free 
market systems in other countries as 
well as our own. 

Backed by an aggressive com- 
mitment to R&D, our 70,000 em- 
ployees are putting Lucky-Goldstar 
technologies and experience to work 
in such famous success stories as 


Mahajac Electric in Thailand, SABIC 


in Saudi Arabia, and Goldstar of 
America in Huntsville, Alabama. 

Take time to find out more 
about Lucky-Goldstar. Contact the 
Business Development Dept., Lucky- 
Goldstar Int'l Corp., CPO Box 1899, 
Seoul, Korea. Phone (02) 776-6517, 

Telex K27266 LGINTL. 


(EA LUCKY-GOLDSTAR 


Business fields of Lucky-Goldstar companies: 


Chemistry Lucky, Ltd. Lucky Advanced Materials 
Electrics, Electronics & Communications |) Goldstar Co., 
Це. O Goldstar Cable Goidstar Telecommunication 
Goldstar Electric JGoldstar Instrument & Electric 
JGoldstar Precision Shinyeong Electric 2 Goldstar 
Semiconductor Goldstar-Alps Electronics O Goldstar- 
Honeywell Goldstar Magnetech and Resources 
C Honam Oil Refinery_Korea Mining & Smelting 
Construction and Engineering Lucky Development 
— Lucky Engineering Financial Services O Lucky Securities 
Рап Korea Insurance O Goldstar Investment & Finance 
Pusan Investment & Finance Trade and Distribution 
— Lucky-Goldstar International Hee Sung Public Service 
“The Yonam Foundation The Yonam Educational 
Institute Sports 2 Lucky-Goldstar Sports 
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Palmer and 


Arnold Palmer today attacks 
the business world with the 
same boldness that took him to 
the top in the game of golf. He 
is determined, resourceful and 
willing to take chances — but 
always calculated ones. 

almer is involved with, quite 
literally, dozens of enterprises 
around the world, frequently 
flying to meetings seated at the 
controls of his private jet. 

One of his most important 
and continuing aetivities is the 
designing and landscaping of 
golf courses. The Chung Shan 
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Rolex. The essence of success. 


course is easily the most un- 
usual example, being Chinas 
first new golf course since the 
late 1930s. e 

In addition there are Arnold 

almer golf clothes, golf clubs, 

an aviation-chartering service, 
property developments — and 
much more. 

Behind Palmer's affable smile 
that made him a television hero 
is a very astute business mind 
that always pavs attention to 
minute details. 

almer is still a force to be 
reckoned with when he takes 


up the clubs, both attracting the 
crowds and presenting a formid- 
able challenge to the leaders. 
Keeping Arnold Palmer on 
time is a very important assign- 
ment. It is a task he entrusts to 
his gold Rolex Oyster Day- 
Date. "I get as strong a feeling 
ol tradition from my Rolex as I 
do from a great golf course,” he 
says. "My Rolex does the job 
supremely well." ; 
From a man who doesnt — , 


{у 


ROLEX 


of Genèva 


waste a minute, this 
is the supreme 
compliment. 


THE ROLEX DAY-DATE CHRONOMETER WITH TRIDOR BRACELET IN ISCT. WHITE, PINK AND YELLOW GOLD, 








TOP TEN SHIPPING COMPANY PROFILES 
fat’ duly 1966) 


Ocean-going 


GE PROFILE OF INDIAN FLEET 
vo (ati July 1986) | 
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Tes '84-'85 balance-sheet | 
No. ships/'000 dwt (Rs millions) 
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*Offshore supply vessels. 






SHIPPING 


By Lincoln Kaye in Bombay and Calcutta 
pen shipping companies have -high 

hopes that a comprehensive govern- 
ment rescue package promised before 
vear end will contain measures offering 
at least a partial write-off of their Rs 8 
bilion (US$615 million) outstanding 
liabilities with the government's ship- 
ping finance arm. It is also likely to con- 
tain a controversial law compelling ex- 
porters to book 40% of their outbound 
shipments on Indian vessels: 

India's fleet — the world’s 15th 
largest — consists mostly of what one 
shipping lobbyist candidly describes as 
“outmoded, fuel-inefficient, non-con- 
ainerised rust buckets” which are ill- 
quipped to compete in current times of 
apid technological change and deep 
sectoral recession. With one foot 
planted in the rigidly regulated home 
economy and the other in free-wheeling 
international markets, Indian shipping 
companies have been caught off-bal- 
ance since the early 1970s. 

That is when the industry quixoti- 
cally set out to resist the tide of con- 
tainerisation on the grounds that it 
would entail too much port infrastruc- 
ture development, substituting scarce 
capital for over-abundant labour. In- 
stead, India opted for continued re- 
liance on break-bulk plus a handful of 
combination vessels with only a few 
hundred container slots apiece — a sure 
recipe for heavy losses given the crash of 
freight rates in the past decade. 

"The government could collapse all 
of us at will,” said a private shipping 
executive. "We are all technically bank- 
rupt. But what would that get them? 
A hundred-odd ships that they would 














250,000 unemployed, counting our 





{Excluding Моди! Line, subsequently merged into SCI. 
‘| 2Chowgule, Damodar, Dempo, Ratnakar, Seven Seas, South india Shipping. 


Source: indian National Shipowners' Association. 
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be hard pressed to sell even for scrap, | 









Bureaucratic bedlam 


The Indian Government attempts to unravel the red tape 


own workers and those in such related 
fields as the ports, drydocks and ship- 
yards, whose bloated payrolls we sub- 


| sidise." | 
But beyond proposed stop-gap mea- 


sures, policymakers could find it a 
difficult task to hammer out their much- 
vaunted "intégrated" plan for shipping, 
as each ministry concerned presses its 
own priorities upon the sector: Finance 
for recovery of govermment loans, Com- 


| merce for export-competitiveness and 


Transport for bolstering the national 
merchant fleet. 

From an industry standpoint, even 
ad-hoc relief is better than. none at all. 
Without credit and cargo support, ship- 
ping sources warn, long-established pri- 
vate lines and small-time neophytes 
alike could go under. Even the state-run 
Shipping Corp. of India (SCI), which 
accounts for nearly 60% of national ton- 
nage, could find its expansion, moderni- 
sation and diversification plans stymied. 
, Finance Minister V. P. Singh; at an 
“open house" in mid-October, lent a 
sympathetic ear to the industry's pleas 
for debt rescheduling and, in the in- 
terim, declared a moratorium on fore- 
closures of defaulting shipping com- 
panies. A week earlier, at SCI’s 25th an- 
niversary, Prime Minister Rajiv Gandhi 
pledged some form of cargo support, 
but not at the expense of India's trade, 
which is already plagued by an ever- 
deepening deficit. It is high time for the 

SA ERA 
Preferential treatment? page 86 

Dilatory dockyards: page 87 

Weighing anchors: page 89 - 











Over 10 years . 















* — "Source: Indian National Shipowners’ Associati 
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industry to outgrow state “mollycod 
ing,” he said. p 
The Indian shipping industry. is; 
| danger of being killed with governme 
kindness. Soft credits, accounting for u 
to 95% of the purchase price of to 
nage, are "about all that keeps our lines 
afloat.” one shipping executive admit 
ted. But loans from the government! 
soon-to-be-wound-up Shipping Develo 
ment Fund Corp. (SDFEC) сап be a ver 
mixed blessing, he added. For one thing, 
loan covenants forbid shipping compan 
from diversifying into risk-hedgi 
sidelines or merging with поп-ѕһірріпр 
parent firms, lest the concessionary funds 
find their way into unauthorised use. 
Often, Indian companies havefound _ 
themselves barred from selling or re- 
placing mortgaged ships, regardless of. 
the vessels’ technical or commercial o 
solescence. At the same time, cumber-. 
some clearances and foreign-exchange 
controls commonly delay acquisition of 
used or new tonnage abroad by months 
or even years. Indian-built ships, which 
the companies are forced to buy, are 
often technically obsolete: loss-makers 
even before they are commissioned due 
to delivery delays, shabby construction © 
and inflated prices. ud 





















































he sole Indian-owned container. 

ship, the Courier, belonging to India 
Steamship Company feat has a capa- 
city of only 500 teus (twenty-ft equiva- 
lent units). The uneconomic operation 
of such limited capacity forced the com- 
pany to lay up the ship for two of the 
three years it has owned it. A few 
months ago, the Courier was recommis- 
sioned as.a common carrier-feeder ves- 
sel. 

SCI, the only company to offer con- 
tainerised liners, with chartered vessels 
in the 300-900 teu range, needs. the 
cargo: support plan to follow. through 
with a proposed container-fleet expa 
sion. Shippers’ resistance tothe sup 
scheme is short-sighted.. asserts Capt. 
R. V. Kohli, executive director of SC 















liner division,:since "it is for their owr 
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salvation.” If Indian trade becomes “ad- 
dicted to dumping rates from foreign 
lines; then after our national liner 
Operators are put out of business, what 
is to prevent the foreigners from charg- 
ing anything they please?” 

Shippers аге predictably ипеп- 
thusiastic about the prospect of being 
saved from themselves by being forced 
to use Indian vessels, despite assurances 
from SCI chairman L. M. S. Rajwar 
that the company will charge no more 
under the scheme than prevailing rates. 
“It all depends upon what you call ‘pre- 
vailing’ in a market with such a wide 
range of quotations,” grumbles one 
Bombay exporter. 

At least initially the scheme will 
cover only export trade, where it can be 
more easily enforced (though shippers 
point out the irony of imposing what 
amounts to an export tax without a cor- 
responding levy on imports at a time of 
worsening trade deficits). Trade with 
communist-bloc countries, which comes 
under bilateral agreements, will be 
excluded from the scheme. “That 
means we are talking basically about 
container cargo,” Rajwar pointed out, 
“since very little of our trade with the 
non-communist world moves by break- 
bulk any more.” 


each freight payment made to an Indian 
line an exporter would earn a voucher 
allowing him to give 150% as much busi- 
ness to foreign ships. During an initial 
grace period of a few months, shippers 
could accumulate vouchers by shipping 
on Indian vessels without having to 
pay out for foreign carrier shipments. 
A secondary market for vouchers is ex- 
pected to evolve, giving shippers maxi- 
mum flexibility and cutting delays. 
Foreign shipping executives like Wil- 
liam Plymale, West Asia manager of 
American President Lines, doubt it will 
work out that smoothly. “I can just see 
the shippers trooping up and down the 
Bombay Рог: Trust building all day get- 
ting and spending their vouchers,” he 
scoffs. Rajwar, however, insists that the 
secondary market will not be so un- 
workable, since the vouchers will be ex- 
changed no: among the widely dis- 
persed shippers themselves but among 
the aren : group of shipping agents. 
SCI would be the main beneficiary to 
the cargo scheme — other lines are too 
weak financially to increase tonnage 
and open new routes. Many are feeling 
the heat fram SDFC, which originally 
set for them norms of a 6:1 debt-equity 
ratio. The rale of thumb dates back to 
balmier pre-recession times. Nowa- 
days, many əf the private shipping com- 








panies have notionally negative debt- 
equity ratios since their capitalisation 
and reserves have long since been 
swamped by accumulated losses. Even 
those with current operating profits — 
with a few exceptions — have debt- 
equity ratios in the 20s or higher. Princi- 
pal and interest payments are often 
years in arrears. 


TR situation had grown so alarming 
by the third quarter of this year that 
the SDFC began serving legal notice on a 
few of the defaulting shipping com- 
panies. Some, like SCI's Kohli, felt the 
time was ripe for the country’s vesjigial 
private shipping sector to simply wither 
away. "In times like these, only a gov- 
ernment-backed company has the scale | 
and the staying power to compete," says 
Kohli in his poem capacity (he is also 
president of the Indian National Ship- | 
owners' Association — INSA — repre- а 





senting mostly private companies in the 
industry). 

Perhaps it is in order to contain the 
political fallout from such hard deci- 
sions that Singh backed off from im- 
mediate foreclosures. He has also de- 
cided to pass the shipping loan portfolio 
from the SDFC — a government body 
exposed to the full impact of the New 
Delhi lobbying — to the more “profes- 








Under the proposed scheme, for 
“Preferential 
treatment? 


SCI defends itself 
against critics 


Bom ЅСГ5 container lift- 
ings have grown by over 50% a 
year in the two years it has been running 
its containerised liner service, employ- 
ing chartered. 300-900 teu vessels. A 
total volume of 67,000 boxes is pro- 
jected for the current year, and to ac- 
commodate the increase the company 
has sought government approval to buy 
four 1,500-teu vessels. Even these ships 
are small and relatively costly to run 
compared with the 3,000-teu be- 
hemoths used by SCI's foreign com- 
petitors. But by consolidating liner 
routes with transshipment hubs in Spain 
and Madras, the SCI thinks it can cut 
back on costs. 

SCI's liner division head Kohli ex- 
pects the service to change from a loss- 
maker to a profit centre — "provided 
we can get cargo support." Company 
chairman Rajwar says that SCI will 
match the "legitimate" rates of recog- 
nised international carriers, but not the 
“underhanded dumping rates and kick- 
backs of fly-by-night operators." Many 
trampers and even liners call at Indian 
ports as way-stations on their Gulf or 
Southeast Asian runs, he explains. They 
pick up what cargo they can at rock-bot- 











tom rates since any revenue at all repre- 
sents an improvement on sailing home 
empty. Such operators are mere spoil- 
ers with no commitment to India, 
Rajwar charges. 

Maybe so, counters Ramu S. Deora, 
western rezional chairman of the Feder- 
ation of Indian Export Organisations, 
but at least they deliver service. Quite 
aside from. freight rate considerations, 
he says, Irdian vessels are prone to de- 
lays, are unequipped for many types of 
specialised cargo and are simply not 
available for some destinations. 

Rajwar's rejoinder is that the pro- 
posed cargo voucher scheme allows 








for waivers where genuinely necessary. 
“Besides,” he adds, “we are only asking 
for 4096 of the cargo, in line with the 
Unctad Liner Code of 1974. [For] the 
remaining 6096 shippers are free to 
book on any vessels they please." 

SCI itself will be the only beneficiary 
of the scheme, for the time being at 
least, because containerised shipments 
will make up the bulk of the exports 
covered and SCI alone runs containeris- 
ed liner services. The other two liner 
operators, the Calcutta-based ISC and 
the Scindia Steam Navigation Co., are 
now too financially strapped to con- 
template adding container tonnage of 
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sional" Industrial Credit and Invest- 
ment Corp., a state-backed develop- 
ment bank. 

Short of foreclosure, however, the 
shipping sector's new bankers will have 
to throw a considerable amount of good 
money after bad. The private com- 
panies will need to upgrade their fleets 
to position themselves for the rest of the 
recession and the eventual upturn. 

That means that they must be al- 
lowed to replace obsolete tonnage — 
even when it is mortgaged against de- 
faulted loans, according to B. V. Nil- 
kund, secretary of INSA. Loans out- 
standing should be written down to the 
present value of the tonnage and amor- 
tised over the remaining useful life of the 
ships. Otherwise a realistic rescheduling 
of, Nilkund suggests, five years' dura- 
tion would do, preferably with a couple 
of years' grace on both interest accrual 
and principal payment. All this would 
be contingent upon a case-by-case 
review of each company, he adds. 

A few groups seem to have hit on 
the right recipe for these precarious 
times. Great Eastern Shipping (GES), 
the family vehicle of an old mari- 
time clan, managed to end its latest 
accounting year with Rs 29 million 
profit on turnover of Rs 258 million 
— impressive enough results to sup- 


























their own. And a long-mooted proposal 
for the three liner companies to form a 
container consortium remains bogged 
down in discussions on how to share ves- 
sel chartering, management and agency 
functions, and profits — or losses. 
































qu shipping giant, controlling just 
under 60% of all Indian tonnage, is 
unabashed about its critics’ charges of 
preferential treatment. “Time and again 
we have been called upon to run un- 
economical services in the name of na- 
tional self-reliance,” Rajwar says. “We 
have pioneered difficult liner routes 
such as Africa or the Gulf. We took the 
plunge into containerisation when others 
pos it safe. Now this year we are ob- 
iged to absorb the Mogul Line," a 100- 
year-old shipping company that has 
foundered under outmoded tonnage 
and heavy overstaffing since its 
nationalisation in 1970. “It is only rea- 
sonable that the government assures us 
some profitable business to make up for 
the burdens we have assumed," Rajwar 
says. 

Indeed, SCI has been richly compen- 
sated, its private-industry rivals con- 
tend. Besides reaping the lion's share of 
container traffic in the cargo-voucher 
windfall, the company has an inside track 
on government cargoes. Most important 
of all, it enjoys a virtual monopoly on 
crude-oil transport, which is priced on a 
"cost-plus" formula that assures SCI a 
12% return on its own capital and 396 on 
borrowed capital invested in tankers. 

Critics contend, too, that SCI has a 
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port a Rs 20 million rights issue. 

The master stroke was to get out of 
bulk carriers when the market started 
softening and load up on petroleum- 
product carriers, whose charter rates as- 
sure cost recovery. GES also went in for 
offshore supply vessels (OSV), which 
also charter at rates that guarantee cost 
recovery. 

Other relative newcomers to the in- 
dustry, like the shipping arm of the 
offshore-oil-based Essar Group, have 
aped GES' tanker-cum-OSV formula. 
In fact, OSVs seem to be enjoying a sud- 
den vogue in the industry, with major 
companies like ISC and SCI scrambling 
to purchase the 32 vessels the state-run 
Oil and Natural Gas Commission in- 
tends to sell in the near future. 

But industry old-timers are sceptical 
of the power of oil-product tankers and 
OSVs to nurse shipping companies back 
to health. “These cost-recovery for- 
mulas amount to just another kind of 
subsidy," said one, *and how long can 
that be sustained? We have always got 
our hands out for overt or covert suh- 
sidies — cost-plus, cargo support, cheap 
credit. And at the same time we are sub? 
sidising others' inefficiencies — the ports, 
the shipyards and drydocks, bunkerage. 
Small wonder our market reflexes are 
thoroughly fuddled by now.” п 





privileged relationship with its reg- 
ulators and government bankers. 
"Their applications go through faster," 
one notes. “And they will never have to 
worry about foreclosure. The govern- 
ment will simply convert their debt to 
equity, the way it did three years ago, 
doubling their capitalisation at a 
stroke." 

Another such exercise may be in the 
offing, according to insiders, in the 
wake of the Mogul merger. The Finance 
Ministry allowed the write-off of Rs 800 
million worth of Mogul's Rs 1.1 billion 
accumulated losses and Rs 238 million- 
worth of over-valuation on Indian-built 
ships. SCI also must absorb three more 
ships Mogul has on order from Indian 

ards, not to mention the four break- 

ulk carriers and three tankers that SCI 
itself has been obliged to build in In- 
dia to offset its purchase of foreign ves- 
sels. 

Amortising these overpriced and 
under-performing ships against reces- 
sion-squeezed revenues can hardly help 
thé company's worsening debt-equity 
ratio. With a Rs 860 million expansion 
plan to add 37 more ships to its 137-ves- 
sel fleet over the next five years, SCI 
needs government help to restore the 
bankability of its balance-sheet. SCI's 
executive director for finance declines 
to speculate on how much debt the gov- 
ernment is likely to convert, but he 
points out that 60% of the company's 
ship-financing credit is with the state 
and he cites the SDFC's recommended 
6:1 debt-equity ratio. | — Lincoln Kaye 









































































Dilatory 
dockyards 


Indian ports remain 
expensive and inefficient 


MA ss men sit on packing crates, 
smoking and playing cards and 
drawing full pay from the Bombay Port 
Trust (BPT) and the Dock Labour 
Board (DLB). Beside them, a forklift 
scuttles in and out of an open container. 
The forklift and its EE are pri- 
vately contracted by the consignee of 
the freight, who has also had to pay “tea 
money" to the idle workmen to allow 
the "de-stuffing" of his container to pro- 
ceed without sabotage. On the 
warehouse wall behind the tableau, in 
foot-high red letters, is painted a quota- 
tion from Rajiv Gandhi: “Evolve result- 
bound work culture.” 

The work culture exemplified here at 
Princess Dock has resulted in one of the 
most expensive and least-efficient ports 
in the world. It costs three times as 
much (Rs 3,600) and uses four times the 
manpower (a 21-man gang) to unload a 
20-ft container in Bombay as it does in 
Singapore. It also takes many times as 
long, counting both the slowness of the 
dockside work and the lengthy queue 
for berthing space. 

Not all Indian harbours are this bad. 
Madras, for instance, manages to dis- 
charge containers with four-man gangs. 
However, most of the country's 10 in- 
ternational seaports are similarly clog- 
ged. Yet BPT chairman S. Ramamoor- 
thi — a recently installed civil service 
“generalist” whose two predecessors 
were sacked for corruption — insists 
that Bombay port can become a boon, 
rather than a bane, to India's trade 





current 
ded we can соте 10:16 
labour.” | i ! 
Labour, though, is in no mood to 
alk. "We're the most productive port in 
'the country," retorts All-India Port and 
"Dock Workers Federation. president 
S. R. Kulkarni, “with the highest output 
per worker" — a comment more ger- 
"mane to the distorted. сагро patterns 
(with 20% of India's 120 million-tonne 
annual throughput still moving through 
` Bombay) than to port efficiency. ` 
_ Featherbedding in the ports is en- 
couraged by a complicated system of 
labour contracting in which à closed 
oligopoly. of stevedore firms hires work- 
_ers in a gamut of low-paid categories, 
lling shippers at inflated DLB fixed 
rates and pocketing the difference. All 
his can be done away with, Kulkarni 
maintains, if workers are paid on a per- 
box. incentive basis, rather than a flat 
ate per shift: 
"И they want more productivity, let 
them. give us proper equipment, he 








































пом, virtually ever since it was installed. 
Forklifts and trucks still have to be 
brought in by private contractors. Even 
canteens, toilets and drinking water 
they don’t give us. Safety is abysmal.” 

^ Rather than lavishing resources on 
^ Bombay, however, Transport Ministry 








adds. "One of the BPT's two gantry, 
cranes has been inoperative for years | С 
tract the projected volume of traffic due 








hav edeploy 


уе geciaed to regepioy 
PT’s ample revenue surpluses to deve- | pl 


op other. ports, including the new 
Nhava Shevz container port across the 
harbour. Foz one thing, the new port 
boasts a 45-'t draught, versus 32 ft at 
Bombay when the tidal barrages are 
working. (Waen they are out of commis- 
sion, as the BPT has announced they 
will be for the next six months; Bombay 
port’s draught goes.down to 26 ft.) 

Then, too, Nhava Sheva offers an 
opportunity to start afresh, with ap- 
propriate equipment and a rational 
labour arrangement, instead of the 
quaint BPT dispensation — imitated in 
other ports — which looks on containers 
as detachable ship’s holds and pre- 
scribes for each box the same manning 
levels as for break-bulk hatches. 


р" nave high hopes that when 
it comes on stream in 1988, Nhava 
Sheva will b» able to avoid the pitfalls of 
Haldia, a similarly modern deep- 
draught coatainer port built 80 km 
downriver f-om silted and strike-ridden 
Calcutta. So far, Haldia has failed to at- 


to lack of incrastructural support. 

The lack of shore-side back-up is a 
glaring pro»lem of Indian ports gener- 
ally. Most container freight still has to 
be stuffed and de-stuffed at dockside, 
defeating the whole door-to-door 



















rector of Ranadip Shipping. 

To coordinate development of the 
seaports and LCSDs, the estimates com- 
mittee of parliament has recommended 
(and the ports’ chairmen һау en- 
dorsed) setting up a central national 
ports authority. Given the right mandate, 
such a panel could accomplish much. 

Resources for handling special car- 
goes like iron ore, oil and coal could be 
concentrated in- designated ports. 
Others could be organised into net, 
works of gateway -and feeder ports 
Coastal feeder routes and even island 
waterways. could be resuscitated, .pro- 
viding a niche to some of the moribund 
smaller private shipping lines. National 
railways could be mobilised to link 
ICSDs and gateways. But cynics won- 
der how much of this agenda the new 
national port authority will actually ac- 
complish, given the "result-bound work 
culture" prevailing in the New Delhi 
bureaucracy. — Lincoln Kaye 













































Program features include: 





Admissions Coordinator: . 


35 FEER Асот Park = 
ambridge, MA 02140-2390 U.S.A. 









Prepare now : 
for the challenges of the 905 


P AN Arthur D. Little Management Education Institute, Ine. 
Jne., announces the XXIV offering of the MASTER OF 
US SCTENCE IN MANAGEMENT PROGRAM, August 24 
: 1987-July 28, 1988, conducted at the corporate head- 
quarters of Arthur D. Little, Inc., one of the world's 
"largest management and technology consulting firms. 


* development of essential managerial skills 


* aninternationally focused program including specialized 
training in project analysis and management, strategic 
planning, management of technology and agribusiness 


arning methods including case dis- 
ive use of microcomputers and group 


The Arthur D. Little Management Education 

Institute, Inc., an accredited institution of higher 
learning, is a wholly owned subsidiary of Arthur 
D. Little, Inc. For more information, contact: 


Arthur D. Little Management Education Institute, Inc. 


‘Telex 921436, Telephone 617-864-5770, ext. 3268. 
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By Frances Williams in Geneva 


T* unrelieved gloom pervading 
world shipping, with a 25% global 
merchant fleet surplus and a 40% 
| shipbuilding overcapacity, has given 
rise to strong calls by the Unctad for 
concerted international action to reduce 
capacity and restructure the industry 
globally. 
; Unctad officials are suggesting a 
"| coordinated plan to reduce world capa- 
. city by stages, with individual govern- 
"ments promoting accelerated scrapping 
of obsolete tonnage and discouraging 
„| newbuildings as well as easy credits 
(гапа official assistance for the indus- 
try. 
Noting with approval discussions 
"that have already taken place among 
OECD countries and South Korea (be- 
tween them accounting for about 7096 
| of world shipyard capacity) on the in- 
| dustry's dismal state, Unctad argued 
that measures taken by individual coun- 
tries have come nowhere near matching 
the scale of the problem. 
| An Unctad report, presented at the 
| 10-21 November gathering in Geneva of 
Shipping industry: representatives of 
| more than 100 countries, says that the 
| large and continuing imbalance be- 
“tween demand and supply of shipping 
‘tonnage. has. now spread to practically 
| all sectors. Analysts see no prospect in 
| the foreseeable future of any significant 
pickup in international cargo trade, and 
| hence demand for tonnage. 
The situation is most grave for 
tankers and dry-bulk carriers, Unctad, 
| which sponsored the conference, said in 
its report. 
In mid-1985 total surplus tonnage 
as estimated at 161.8 million dwt, or 
24.39% of the world merchant fleet. 

Two-thirds of that surplus tonnage was 
accounted fór.by the tanker sector 
alone, with overcapacity of 3794. 
Surplus tonnage in the dry-bulk sector 
exceeded 50 million dwt, or 23% of the 
world dry-bulk fleet. 

Shipowners were slow to adjust to 
the. diminishing pace of world trade 
growth in the post—-oil-shock 1970s, the 
report says. Tonnage more than dou- 
bled over the decade, peaking at 693.5 
million dwt in 1982, and is only now 
slowly being reduced. Although new or- 
ders fell back sharply in the late 1970s 
and early 1980s, the drop in cargo de- 
mand has been even more severe, with 
loaded tonnage last year scarcely higher 
than in 1974, 

To some extent over-ordering ‘was 
the result of excessive optimism about 
global economic prospects. The ship- 
ping industry refused to believe that the 
good times of old would not return. 
























| Weighing anchors 


The shipping industry hears proposals to end its slump 


reinforced, say Unctad experts, by 
generous financial incentives to build 
ships extended by governments, private 
shipyards and commercial banks. Para- 
doxically, the impetus for many of these 
financial incentives — which include 
subsidised credit, tax breaks, invest- 
ment grants and so on — sprang from 
governments’ desires to protect their 
shipping and shipbuilding industries 
from the recessionary storm. The result, 
however, was to encourage the very 
over-ordering which turned recession 
into a full-blown and long-lasting de- 
pression. 

Virtually all countries must plead 
guilty, though the form of assistance dif- 
fers. For example, Japan, South Korea 
and Australia provide operating sub- 
sidies to shipping, as does the US, 



















| directly throug 


open-registry countries 
like Panama and Liberia, roughly thr 
quarters of world shipping tonnage an 
have two-thirds of shipbuilding capa 
city. E 
Only five developing countries hay 
merchant fleets of 10 million dwt о 
more — Brazil, Hongkong, India, 
South Korea and Singapore. (For com: 
parison, Japan — the biggest shipping. 
nation outside "flag of convenience” | 
countries — has a fleet of 63.5 million. 
dwt.) Other Third World countries tc 
gether have less than 10% of global to: 
nage. 
In shipbuilding,. Unctad ағ 
measures taken by individual coun 
have come nowhere near to matchin, 
the scale of the problem. Despite con 
derable restructuring, which has 
ready cut world shipbuilding capacit 
а fifth over the past 10 years, over: 
capacity in 1986 was still reckoned to 
be about 4076, with little sign of i 
provement. 
The EEC — where more than 





















es 








whereas European governments have 


TURN OF THE TIDE 
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100,000 jobs have disappeared since 
1975 — recently. announced 

ceiling on subsidies to shipbuild 
ing, and the EEC Commission 
has called for a further 35% cut 





World fleet* 





“*1 July 130 Sept. 


tees, construction subsidies and fiscal 
aid. Help for shipbuilding is even more 
extensive, often combining. direct sub- 
sidies, export credits, cheap domestic 
credit schemes, tax allowances and 
duty-free imports. In 1983, according to 
the OECD in Paris, subsidies to ship- 
building alone were running at about 
0585 billion worldwide, equivalent 
to a quarter of the contract price of 


deliveries. 
т low level of newbuilding prices, 
pushed down by massive financial 
assistance, is one of the prime causes of 
the oversupply crisis in world shipping. 
For the future, the Unctad report ar- 
gues, "subsidised excess shipbuilding 
capacity is probably the major obstacle 
to a return to a more balanced situation 
in world shipping." 

This plethora of financial aid, pro- 
tectionist measures and monopoly prac- 
tices (which for instance reserve cargoes 
for. national flag carriers), hàs made a 
mockery of the notion of competition in 
shipping, mainly to the benefit of the 












But its rosy view was damagingly 





rich West, Unctad says. The indus- 


1985 
664.8 


Source: Unctad. 





. : n EWTABLE by 
tended to favour official loan guaran- 


| Unctad's shipping division. But without 

























target date of 1989 for phasing 
out shipbuilding aid in its 24 
industrial-country members. 
Japan is to reduce shipbuilding 
capacity by 20% while South — 
Korean shipyards intend to slash 
order volumes by. 30% from _ 
their 1983-84 peak. | 
The Japanese Government 
also has a number of measures 
designed to promote ship 
NEM scrapping. | | 
But this will not be adequate to solve. 
the serious problems of the industry, 
Unctad insists. International cooper: 
tion in step-by-step reduction of global 
tonnage and shipyard capacity is. re- 
quired, at a faster pace than that indi- 
cated by the present actions being taken | 
unilaterally. Е | 
Government representatives attend- 
ing the Geneva conference are being 
asked to think about holding a special 
ad hoc meeting to consider specific 
measures and joint action to tackle the: 
shipping crisis. This would probably be 
held towards the end of 1987. But th 
difficulties of obtaining international 
agreement remain formidable. In earl 
November EEC shipbuilders called fo 
higher subsidies to combat undercutting 
by Far Eastern shipyards, ahead of 
the meeting of EEC industry ministers 
on 18 November to agree to subsidy 
limits. 
“No one can say when. world ship-. | 
ping will emerge from this crisis," says 
Abderrahmane. Bouayad, director of 







































international. action. the. chances of 
emerging at all seem sli 
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THE 5TH COLUMN - 


Thailand moves its battle 
line to the economic front 


7 буе term "front line" has been applied 
to Thailand for years as a geopoliti- 
cal concept. Of the Southeast Asian 
states, Thailand is the one most directly 
confronting regional intervention and 
threats to peace, and those. problems 
have not yet been resolved. 

Fortunately for the Thais, even 
though a regional settlement is still un- 
realised, the general perception of re- 
gional stability has improved, and the 
long-term investment and economic 

rospects for Asean countries appear to 

unaffected by the unresolved tragedy 

of Cambodia. As a result, Thailand has 

been able to focus its energies on econo- 

mic development, and the term "front 

line" can now be applied to the coun- 
try's economic position as well. 

In this context, front line means 
Thailand is in the process of joining the 
ranks of the front-runners, the countries 
known as NICs, or newly industrialised 
countries. Former Japanese foreign 
minister Saburo Okita has used the 
image of a flock of geese to describe the 
structural transformation taking place 
in the region. Japan is the leading bird, 
with South Korea, Taiwan, Hongkon 
and Singapore flying close behind, and 
Thailand and the rest of Asean further 
back, but moving along in the same for- 
mation. 

Okita's imagery implies that all the 
birds are navigating with a similar flight 
plan. These plans are all market- 
oriented, export-led, pragmatic and 
non-ideological. They are linked to the 
economies of North America and 
Europe, they are absorbers of Western 
technology and enterprise, and they 
rely on the private sector. There are 
variations among the flight plans, but the 
broad directions are easily seen to be 
similar if the region as a whole is com- 
pared with Latin America and Africa. 

There are a number of factors work- 
ing to accelerate Thailand's advance 
through the third wave in the formation. 
There are also some clouds and areas of 
turbulence that must be negotiated. But 
with some good luck, and enough work 
on Thailand's part to overcome some 
constraints and take hold of the oppor- 
tunities, the country will emerge, rather 
quickly, as one of the swifter birds. 

Among the positive factors, it needs 
to be stressed that Thailand is in a better 
position to sustain its growth in an era of 
uncertainty and severe external econo- 
mic shocks. The country is relatively di- 
versified as to the composition of ex- 
ports and their spread among different 
market areas. There are signs that this 
diversification, both in agriculture and 








industry, has been increasing signific- 
antly, even this year, as the Thai econ- 
omy has begun to pick up after a couple 
of years of relatively slow growth. In the 
service sector, Bangkok has been gain- 
ing ground as a regional hub, and 
tourism con-inues to grow rapidly. 

You can see this relative flexibility 
and resilierce at work by comparing 
Thailand's experience in the past couple 
of years with that of some of its Asean 
parse. Tae oil-price collapse has hit 

alaysia ard Indonesia hard because of 
their dependence on oil exports — 25% 
of Malaysia’s foreign-exchange earn- 
ings and 70% of Indonesia's. In con- 
trast, Thai and imports around more 











than half of its energy requirements, so 
the price fall has been a very positive 
development, reducing import costs by 
US$1 billion a year. 

Singapore was hard hit by the flat- 


tening of growth in the OECD 
economies in 1985 and by weaknesses in 
the markets for a few of its leading pro- 
ducts. As a result, growth in Malaysia 
and Indoaesia in 1986 is estimated at 
295, and in Singapore perhaps 1%. Fac- 
ing the same set of external conditions, 
the Thai economy will probably grow 
around 4.5% — high by world stand- 
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ards, but only modest in Thailand’s ex- 
perience. 

Secondly, there are clear signs that 
both the Thai Government and the busi- 
ness sector have learned important les- 
sons from the recent recession. The 
business sector has learned that its trad- 
itional highly leveraged financial struc- 
ture exposes enterprises to excessive 
risk, and that management must be 
tightened and made more professional. 

e banking system and the monetary 
authorities have learned lessons about 
strengthening lending criteria and'bther 
banking practices, and about the need 
to develop the country’s capital market. 
The government sector has also learned 
about specific needs for structural 
change in policies, state-enterprise 
management and privatisation, and 
other areas. Р 


The third factor is economic effi-~~ 


ciency. The economy underperforms in 
relation to its capacity. Any World 
Bank report on Thailand — or analyses 
by the Thai Government or the private 
sector — discusses this problem. 

But looking beyond the details, 
there are two other important consider- 
ations. One is that the Thai economy 
has been among the outstanding growth 
performers despite these shortfalls. The 
other is that Bangkok's tolerance of 
these inefficiencies is rapidly diminish- 
ing. Much of the Sixth Five-Year Plan 
(1987-91) is geared to promote effi- 
ciency and the quality of the economy's 
performance, in contrast with earlier 

lans that focused on expansion of 
infrastructure and basic services. 


p the past, communication between 
the public and private sectors was 
neither systematic nor marked by а 


cently been a major effort to correc 

this, to increase mutual understanding, 
business confidence, and the speed with 
which problems of policy or administra- 
tion are attacked. A public-private sec- 
tor committee network has been set up 
which has greatly improved this com- 
munication and is helping to create a 
stronger sense of joint purpose. 

On the production front, the scien- 
tific and technological underpinnings of 
Thailand's manufacturing sector have 
been weak. These will be strengthened 
under the sixth plan, with considerable 
assistance from the US Agency for In- 
ternational Development. 

Product quality consciousness is 
being promoted vigorously by several 
government agencies responsible for in- 
vestment and export development. 
Most noteworthy are management in- 
novations in agriculture, where “man- 
aged production" arrangements be- 
tween agro-industrial enterprises and 
small farmers are promoting further di- 
versification, and are establishing Thai- 








sense of mutual purpose. There has "6 
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land as a major supplier of processed 
food. 

If the sixth plan's objectives for a 
more muscular economy are achieved, 
Thailand will have one of the key re- 
quirements in place for a front-runner 
position. The economy is already very 
cost-competitive, and is increasing its 
competitiveness in many product areas, 
based on low labour costs and natural 
sepe je in agriculture. These advan- 
tages will grow as the NICs undergo ris- 
ing labour costs and further develop- 
ment in their own industrial structures. 

Fourth on the list of “emergence fac- 
tors" is the underlying strength of Thai- 
land’$ reputation for conservative eco- 
nomic and financial management. 
Bangkok has ready access to the world's 
financial markets, and is able to borrow 
on favourable terms. But because the 
government does not want to borrow 
too much, the list of Third World coun- 
ies with heavy debt problems does not 
nclude Thailand. /nstitutional Investor 
ranked Thailand 35th in its 1986 credit 

ranking of 109 countries. Last year 
Euromoney listed Thailand 33rd among 
119 countries ranked for credit status, 
and among the top 10 in the Asia/Pacific 
area, a shade below South Korea. 
Fifthly, most observers looking 
below the increasingly active surface of 
Thai politics — would agree that Thai- 
land's social, ethnic and cultural struc- 
| tures are inherently more stable than 
what one would see in much of the re- 
| gion. The importance of this for econo- 
mic development in the long run cannot 








be exaggerated. 

Finally, there is Thailand's growing 
economic size. Per-capita income is now 
about US$775. This puts it in the World 
Bank's “lower middle income" cate- 
gory, somewhat higher than Indonesia 
and the Philippines, but lower than Ma- 
laysia. With a population of just over 50 

illion, Thailand is the 17th largest 
mong the world's 160-odd nations. 
Thailand's gross domestic product of 
roughly US$40 billion is larger than 
Pakistan, the Philippines and Malaysia, 
or about 80% the size of Turkey. 

My confidence in this emergence 
process is high. Nevertheless, there are 
à number of problems that could slow 
this down — some of Thailand's own 
making, and some created by the US, 
Japan and the EEC. On the domestic 
side are the inadequacies of the tele- 
communications system. Thailand 
needs to shift more rapidly from exten- 
sive to intensive, higher-productivity 
agriculture. Domestic savings and in- 
vestment levels must be raised, particu- 
larly in labour-intensive activities to 
meet the next decade of high labour- 
force growth. The need for major tax re- 
form is well recognised, but this has 
been resisted so far. Deforestation and 
other resource problems must be at- 
tacked more vigorously. 

Thailand's social stability is a major 
asset, but there is also а liability. 
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6... Thai political and social 
conditions are much more 
stable than would appear from 
the history of post-war 

coups. 9 





Bangkok has yet to create a fully func- 
tioning system for orderly and reg- 
ularised transfer of political power, and 
for the effective participation of the 
body politic as a whole in the political 
process. 

It is often noted that Thai political 
and social conditions are much more 
stable than would appear from the his- 
tory of post-war coups. It is also true 
that with: economic development the 
body politic has become more complex. 
Many new interest groups have 
emerged and must be heard and ba- 
lanced; the level of education, aware- 
ness and expectations has risen through- 
out the society, Seen from the perspec- 





tive of Western traditions of legal and 


constitutional structures, Thailand 
might appear to be more centralised and 
authoritarian than is the case. 

In fact there is great personal free- 
dom of expression, economic activity, 
mobility and lifestyle. There is also an 
increasing constraint on the ability and 
desire of the military to intervene in the 
processes of political and power in- 
terplay with classic old-style displays of 
force, The constitutional and party pro- 
cesses have many weaknesses still, but 
these are openly and hotly debated. 

This is not to go so far as to say that 
the appearance again of tanks on Raj- 
damnern Avenue will be equally as sur- 
prising as if they were rolling down 

ennsylvania Avenue. Nonetheless, 
there are many signs that political 





of orderly transfer and of democratic 
processes. 

Turning finally to the external prob- 
lems, it is clear that Thailand, along 
with the rest of the Asian-Pacific rim 
countries, is to a considerable extent 
hostage to the economic policies of the 
industrial countries. In the short run, 
export growth will be seriously con- 
strained if the EEC and the US do not 
stimulate their economies to achieve 
higher growth. In the longer run, the 
dynamism of the Thai and other East 
Asian economies could be tempered if 
Japan continues to drag its feet on the 
opening of its domestic market; if Ja- 
panese structural adjustment is delayed 
or if Japanese investment in the Asean 
countries continues to decline; or if the 
world trading system falls into deeper 
conflict (including protectionism) that 
hits the exports of the developing coun- 
tries. 







| evolution is under way, in the direction 
| 
| 
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А: an agricultural exporter, Thailand 
is also exposed to the trade-de- 
stroying effects of agriculture-support 
programmes in industrial countries. 

e US Food Security Act has been a 
partenany unwelcome irritant in US- 

ai relations, because of its provisions 
of price and export supports to US rice 
farmers. The subsidy бе it provides 
are extraordinarily generous by normal 
US agriculture support standards; they 
are without question costly to Thai 
farmers and the Thai economy, and are 
even deplored by the US administra- 
tion. In Thailand, the act is seen as a 
kind of declaration of war against Thai 
farmers. 

It is ironic that the countries, mostly 
in East Asia, that have followed the 
open-economy flag of the US and the 
OECD, are now threatened with mar- 
ket restrictions by the very tutors who 
have long denounced the non-market 
economy system as the road to stagna- 
tion. It would be doubly ironic if special- 
interest pressures pushed the US into 
protective measures that hit Thailand 
individually and sharply, after more 
than three decades of close political and 
security relationships. 

If reasonably enlightened policies 
prevail among the leading industrial 
countries, and if the economic environ- 
ment were to remain fundamentally 
favourable, ^ Thailand's ^ economic 
emergence will be all that more rapid 
and assured. However, even if the 
world were to go through several years 
of only middling growth, with policies of 
defence rather than expansion and en- 
lightened cooperation, Thailand should 
still move towards the front of Okita's 
formation. The process of carving out 
larger market shares, and of expanding 
product mix, will take the country a fair 
distance, and the factors suggested 
above are putting the Thai economy in 
good position for just such a growth 
scenario. 






































































€ AS they sign cheque after cheque for 
expensive salary and rental fees, some 
foreign securities companies in Tokyo 
are beginning to wonder when profits 
will rise sufficiently to cover either ex- 
ense. Shroff has been quietly slipping 
пе question of profitability to managers 
he business, and in reply most stress 
strength of their commitment to the 
apanese capital market. That, of 
ourse, does not'answer the question. 
oreign banks, 10 years ago, probably 
геге just as "committed." And just as 





. Most London brokers are spending 
rom £200-300,000 (US$286-429,000). а 
'eàr to keep a single analyst or dealer on 
he ground in Tokyo, and they have al- 
- most lost track of where the zeroes end 
ith their monthly office rental. Lon- 
lon's “Big Bang” deregulation is send- 
g shivers down their spine. If their 
'ommiission income from London stock 
broking does decline, as many expect it 
will, that simply means a smaller pool of 
nds will be available to subsidise 
"Tokyo costs. The second shock will be 
reed commission rates on Tokyo 
equities trades. Business looked bright 
while the market rode high over the past 
year. Now that it is levelling off, what to 
| do? 
Some foreign brokers are trying to 
witch step from bringing foreign invest- | 
| ors into Tokyo, to taking Japanese in- 
vestors out. While foreigners are selling 
гош of Japanese equities (net sales were 
“a record US$2.3 billion in July) Japan- 
|. ese purchases of foreign equities are ris- 
ing sharply (US$2.2 billion in Sep- 
tember, compared with US$337 million 
in September 1985). But asking Japan- 
ese investors en masse to let themselves 
Бе led by foreign brokers into overseas 
markets i$ somewhat akin to suggesting 
to Japanese group tours that they stop 
flying Japan Air Lines, as one stock 
“trader put it. | 
“There is simply not enough business | 
to go around," one British broker told 
Shroff. The subject of competition was 
on his mind. The Ministry of Finance 
(Mc ad just announced that eight 
ew branch licences would be issued to 
oreign securities companies and Euro- 
pean banks' securities affiliates. The 
newcomers 
Samuel Montagu, James Capel, Laurie 
yank, Deutsche Bank, Com- 
merzbank, Banque de Paris et des Pays- 
Ваз, and the Amsterdam-Rotterdam 
Bank. That would increase the number 
of foreign securities businesses in Japan 
from 28 (30 branches) to 36 (38 
branches) There were 10 about 18 
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| rities concerns. Some British brokers 
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| Jardine Flemiag (Securities, pace-setter. 


(many of which, illicitly, are doing just 
as much business as some branches) and 
there are ncw around 153 foreign secu- 
rities companies wondering what to do. 
Shroff attended the MoF's briefing 
for Japanese reporters on this aspect of 
the country's financial liberalisation. Of 
the 20 or so companies waiting in the 
wings, seven or eight were US-owned, 
the rest European, one official let slip 
when pressed. MoF officials appeared 
happy to be opening the floodgates to 
the foreigners. Let ussit back and watch 
the street b-awl for business that results, 
they seemed to say — the foreigners will 
fight it out n the name of liberalisation. 
The point, of course, is that if few of the 
"foreigners now operating are profitable, 
even fewer will be once their numbers 
swell even more, and they know it. 
Does аву foreign banker remember 
what happened to his "impact loan" 
business? That niche was, of course, 
liberalised Japanese banks were per- 
mitted to lend foreign currencies to 
domestic companies after the foreigners 
had pioncered the market, and then 
they found they could no longer com- 





| pete. Thev are useful to learn from, for- 


eigners. 

€ JAPANESE securities. companies 
are taking their lessons well. One exam- 
ple is securities research. Suddenly the 
type of company reports being distri- 
buted to >rospective investors in Lon- 
don by Jepanese securities houses are 
bearing an uncanny resemblance to the 
reports issued in Tokyo by foreign secu- 


detect word-for-word plagiarism. It is as 
| though Japanese securities companies 
are realising that the secret. of wooing 
foreigners to invest in Japanese equities 
through their own Tokyo offices is allin 
the quality of their corporate sleuthing, 
rather than in the customary Kabuto- 








г months ago. Within the next 12 months, 
the list is likely to grow by at least 20. 
in the representative offices 
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cho rumeur tipping. Corporate funda- 
mentals overnight have assumed a 
whole new importance: : i 


























^'Jardine Fleming (Securities) can 
take a good deal of the blame for this 
awakening. In August the company 
produced an excellent report on urban 
redevelopment in Tokyo. Eleven pro- 
jects were taken apart and put together 
again so investors could assess the possi- 
ble impact on certain share prices of 
companies involved in the projects, par- 
ticularly those owning real estate ip sup- 
posedly strategic locations. Some Ja- 
panese securities companies credit this 
report with actually having moved the 
share price of Mitsubishi Steel Man- 
ufacturing, a little-known concern des- 
tined to have a subway station sprout 
up from under its plant. They are usin 

it as an in-house guide for the quality - 
research needed to impress foreigners, | 
and doubtless by now it has been dupli- 
cated in myriad forms. 

` Of most concern to the foreigners, 
though, is the MoF's timing on letting | 
loose Japanese banks into the securities | 
market. This will require dismantling or 
re-interpreting Article 65 of Japan's 
Securities Act separating the banking 
and securities business. The four 
foreign banks’ less-than-50%-owned 
securities affiliates, which are about to — 
be granted branch status, are the har- 
binger. When as many foreign banks are 
doing securities business in Tokyo as to 
make the diversification appear normal, 
domestic banks can expect to be let in. 

e THE banks these days are hurting for 
profits from local business. Loan mar- 
gins have been pared to the bone, and 
will be scraping the marrow as a result of 
the new 3% official discount rate. Some 
have even begun lending to foreign ^£ 





viduals, a market hitherto the preserve 
of foreign banks. But their most darin 
diversification is into real estate. Not 
only are Japanese banks lending much 
more to property developers, they are 
buying up parcels of land themselves. 
According to MoF figures, the balance 
of investment in real estate by the 13city | 
banks reached — *10.45 trillion 
(US$64.15 billion) as at the end of Au- 
gust, up 44.5% from a year earlier. 
‘Regional and trust banks аге in on 
the act, too. Throw in their investments, 
and the balance rises to ¥20.88 trillion, 
for a total increase of 34.7%. Banks’ 
lending to real estate companies, too, 
has risen by around 40% in the past 
year, compared with 10% for total 
loans. In the year to March, the price of 
commercial land had risen 28.876, resi- 
dential 9.6% and industrial 4.9%. The 
МОЕ thinks it knows why. The ministry 
has asked banks to report their real es- 
tate and related investments every six 
months; and requested that they exer- 
ntary restraint" in future land 



















